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WEST EUROPE 


Explanation of EC Position on GATT Entry 


93CM0446A Beijing GUOJI MAOYI 
[INTERNATIONAL TRADE] in Chinese No 138, 
15 Jun 93 pp 23-25 


[Article by Fu Donghui, affiliated with the V.B.B. (no 
expansion given) Law Office of Belgium: “The EC’s 
Position on China’s Return to the GATT, Analysis of 
China’s Economic and Trade Relations With the EC”] 


[Text] China has been demanding its return to the GATT 
for several years; after being suspended for a time, the 
relevant work has been resumed and is now in a very 
critical stage. China is on the one hand stepping up 
reform of the foreign trade system on the basis of the 
reform of the economic system, so as to meet GATT 
requirements to an ever greater extent, and on the other 
hand enhancing dialogue with her major trad'ng powers 
in an effort to seek international support. Since the 
negotiations with the United States in February this year 
and the GATT negotiations in March, China’s effort to 
secure explicit support of the EC has been especially 
prominent; and such effort is very important. The 12th 
annual session of the bilateral Mixed Commission just 
held in April this year gave great impetus to this impor- 
tant agenda item. The EC has explicitly expressed sup- 
port for China’s return to the GATT, but has important 
reservations. In view of all this, this author feels it 
necessary to grasp the EC’s basic position on China’s 
return to the GATT through analyzing the development 
of trade relations between China and Europe in recent 
years and analyzing the EC’s self-interest relating to this 
matter. 


I. Recent Development of Trade Relations Between 
China and Europe 


In recent years, the EC’s policy on economic relations 
and trade with China has had the following three main 
aspects: First, the need for continuing trade relations 
with China; second, making resumed and increased 
cooperation an extremely important supplement to bilat- 
eral trade relations; and third, gradually normalizing 
diplomatic and political relations. 


A. Background of the trade relations between China and 
Europe. China and the EC established official diplomatic 
relations in 1975 and signed the first trade agreement in 
1978. In 1985 the two parties signed a new trade and 
cooperation agreement, providing the basic legal frame- 
work for trade relations between China and Europe up to 
now. The European Commission sent its diplomatic 
mission to Beijing in October 1988. Under the 1985 
agreement, the Sino-European Ministerial Mixed Com- 
mission on Economic and Trade Affairs holds a session 
each year to discuss and supervise the implementation of 
the agreement, and at the same time there are also 
various high-level consultations. In October 1991 the 
Mixed Commission held its 11th session in Beijing; in 
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the autumn of 1992 the commission session was post- 
poned to April 1993 because of China’s domestic activ- 
ities relating to preparations for the National People’s 
Congress. The Mixed Commission just concluded its 
12th session held in Brussels. 


After the 1989 Tiarmanmen Incident in China, the Euro- 
pean Council suspended high-level contacts with China 
and froze bilateral cooperation. In October 1990 the 
European Council decided to resume bilateral ministe- 
rial and other high-level meetings, to gradually resume 
cultural and scientific and technological cooperation 
projects, and to approve international financial organi- 
zations’ support for China's development projects. 


The “thawing” policy mentio ned ¢ ibove was by pe ed at 
the EC ministerial meeting « nom d political 
cooperation held in iveery 1992. the a“ ng also 
proposed new cooperation priorities: supporting China’s 
efforts to improve government administration and con- 
tinue economic reform and strengthening cooperation 
with China in the areas of developing the regions lagging 
behind and of helping ethnic minorities. 


B. Political relations between China and Europe. The EC 


is seeking to gradually achieve the compicte normaliza- 
tion of political relations between the two ) parties, the EC 
asks for dialogue with China concerning three issue 
areas: human rights, prevention o! nuc clear “prolileration, 
and disarmament. However. in faci. with the changes in 


overall international politica! relations ; nil changes in 
the domestic situation in China. bilatera! political rela- 
tions are now of only secondary importance, ard are in 
some sense subordinate to the needs of bilateral eco- 
nomic and trade relations or only serving to embellish 
economic and trade relations. 


C. Trade relations between China and Europe. The 
Chinese economy has grown rapidly in the last few years, 
and such growth is continuing, according to current 
economic estimates. Because of the rapid development 
of the Chinese economy, the economic development in 
the Far East and the Southeast Asian region, which has 
been vibrant in the first place, has become even more 
invigorated. Those regions have increased their shares of 
European trade as well as pressure on curopean trade. As 
a result, the EC is reexamining its trade policy toward 
China and considering new trade policy toward China, 
after being busy developing new markets in East Europe 
and the CIS for a time. 


Fundamentally, the rapid development of the Chinese 
economy has been the result of |5 years of continuous 
economic reform. Especially, in recent years. -eform of 
China’s foreign trade system has greatly stimulated the 
development of export trade. China has maintained 
trade surpluses with Europe for years in a run; asa result 
the EC feels great pressure. According to official EC 
statistics, China had a trade surplus of |.2 billion ecus; 
China’s trade surplus increased to 9.4 billion ecus in 
1991, and the 1992 surplus is estimated at 10 billion 
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ecus. Europe’s trade deficit with China is still growing; 
the total value of Europe’s exports to China has basically 
not increased since 1986. 


On the whole, the EC speaks highly of China’s effort to 
reform the economic system and of the results of the 
reforms. For China’s market-oriented economy is preg- 
nant with development, and the potential market is 
being gradually turned into a huge actual market—all 
this is in accord with the EC’s fundamental interest in 
terms of seeking and developing trade relations with 
China. The EC has explicitly indicated its willingness to 
provide practical help and assistance in this regard. But 
the key issue is that of the trade surpluses. According to 
the EC, here are two basic causes of the trade surpluses. 


First, the reform of the foreign trade system has resulted 
in the system being half free and half controlled. The 
so-called being “‘half free” refers to the fact that the 
reform has removed restrictions on export business, 
thereby stimulating export business; the so-called being 
“half controlled” refers to the fact that the reform has 
failed to touch restrictions on import business, with the 
import business remaining under stringent controls. 


Second, the gap between the trade-related treatments 
given by China and Europe to each other is too large. 
According to Europe, the EC imposes the same tariffs 
on Chinese products as on the products from the 
GATT’s signatory countries, and Chinese products are 
also enjoying the tariff-exemption or tariff concession 
prefevences under the Generalized System of Prefer- 
ences [GSP]. Except for some products still subject to 
quota restrictions, the Common Market is rather open 
to Chinese products. Currently, large amounts of sen- 
sitive products from China, such as textiles, clothing, 
leather products, footwear, toys, bicycles, and elec- 
tronic products, have gained significant market shares 
on the Common Market, while the Chinese market has 
numerous barriers against the access of European 
products. 


Based on the considerations discussed above, the EC has 
formulated its new policy of continuing trade relations 
with China. On the one hand, China has become an 
important trading partner of the EC. According to offi- 
cial EC statistics, China’s exports to Europe occupied the 
eighth place in terms of the share of total EC imports in 
1991. There is no way of simply denying such a fact. In 
addition, Chinese products and European products are 
very complementary to each other in any case. On the 
other hand, it is necessary to seek practical ways of 
resolving the issue of surpluses occurring for many years 
in a row as well as practical ways of increasing exports to 
China. Thus, the EC’s policy of deepening, different 
from the policy followed in the honeymoon period of 
Sino-European trade relations, no longer encourages the 
expansion of trade relations in a simple manner, but 
endeavors to have the trade relations governed by legal 
mechanisms on the basis of maintaining the existing 
trade agreements, so as to seek both trade balance and 
trade development. 
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Under the new trade policy toward China, the EC is still 
applying the GSP to Chinese products in recent years, 
but has maintained treatments different from those 
given to other developing countries. The new GSP 
measures, likely to be adopted in the future, will have 
greater impact on the treatment given to the sensitive 
products exported by China. The EC is considering the 
across-the-board abolition of quota restrictions on the 
countries in the process of the formation of the internal 
single market, while strengthening the decision-making 
mechanisms concerning trade protection; it is also con- 
sidering removing, to a great extent, restrictions on 
Chinese products governed by quotas, whi'e imposing 
unified EC quotas on a large number of sensitive prod- 
ucts. In recent years, the EC has taken cacessively harsh, 
large-scale antidumping actions against low-price 
exports from China. From 1988 to now, 29 categories of 
major exports have been subjected to antidumping 
investigations or to the serious adverse impact of antid- 
umping measures. In 1992, China became the first 
exporting country to be subjected to antidumping 
actions taken by the EC, and such a situation constitutes 
the dark side of the trade relations between China and 
Europe. Furthermore, the EC is also seeking to negotiate 
with China on market access, demanding that China 
increase her purchase of European equipments, make 
concessions on the issue of intellectual property rights, 
and do some other things. The conditions imposed on 
China are much harsher than on developing countries in 
general. 


Although trade relations between China and Europe are 
shrouded by the shadow of trade protectionism, both 
parties adopted a rather positive attitude on the future 
development of trade relations at this year’s session of 
the Sino-European Mixed Commission. As far as China 
is concerned, although some exports to Europe have 
been hit by trade protection measures, continued growth 
in exports to Europe has been maintained through 
exploiting all favorable factors, and such growth is 
expected to continue. As far as Europe is concerned, 
major concessions from China on such issues as intellec- 
tual property rights have been secured, and some indus- 
tries’ difficulties have been stabilized through adopting 
trade protection measures against some Chinese exports; 
furthermore, China’s commitment to increasing imports 
from Europe has also been secured. 


The bilateral economic and trade relations between 
China and Europe, which have already undergone devel- 
opment, have become even more practical, and trade 
complementarity and some degree of mutual trade 
dependence between China and Europe have become 
even more obvious. Particularly, the EC has realized that 
the continued rapid development of the Chinese 
economy will provide greater possibility of increasing 
European exports to China. 


D. Development cooperation relations between China and 
Europe. With the economy becoming pluralistic and the 
gradual formation of a market-oriented economy in 
China, the EC has given great emphasis to cooperation 
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with China, regarding it as a crucial supplement to 
bilateral trade relations. The two sides have affirmed this 
point at this year’s session of the Mixed Commission. 
The cooperation projects given development priority are 
those relating to environmental protection, small and 
medium-sized enterprises, and training in such fields as 
economics, financial management, accounting, and 
intell:ctual property rights. 


Currently, two large EC-sponsored projects in China are 
still under way: one is the “milk powder project,” and 
the other is the “butter project.” Among the other 
projects are the Sino-European Biotechnology Center 
built in 1991; the training, started in 1992, of experts on 
intellectual property sights, accounting, and financial 
management; the Sino-European Agricultural Tech- 
nology Center, a project for 1993; and the plan on 
training economic experts for the State Planning Com- 
missio: and the Structural Reform Commission, a plan 
which will start to be implemented soon. The EC is also 
planning to establish, in Shanghai, a Sino-European 
management school which will be up to international 
standards. ' 


The EC centers its new cooperation policy on one goal, 
that is, supporting China’s economic reform, while 
hoping that more European elements will be adopted in 
the process of deepening economic reform. 


II. The EC’s Position on China’s Return to the GATT 


The EC’s position on China’s return to the GATT is 
closely related to the trade relations between China and 
Europe as well as to the EC’s overall trade policy toward 
China. China considers seeking Eurovean support an 
important part of development of relations between 
China and Europe, while the EC considers the matter an 
important opr rtunity to develop trade relations with 
China. The EC /:4s tacit understandings with the United 
States on this iss\.e, but also maintains differences with 
the United States on the issue, thereby providing some 
hope of restoring China’s GATT membership as early as 
possible. But, the negative impact resulting from the 
EC’s reservations should not be overlooked. The EC’s 
position on the restoration of China’s GATT member- 
ship can be analyzed in terms of three aspects. 


1. Whether the restoration of China’s GATT membership 
is in accord with the EC’s interests. According to the EC, 
the restoration of China’s GATT membership will have 
important political significance to China as well as other 
GATT members. The restoration of China’s GATT 
membership will be conducive to continuing the deep- 
ening reform and opening up to the outside world. The 
EC has realized that although China’s per capita income 
is not much higher than that of the least developed 
countries in the world, China will become one of the four 
trading powers of the world in the not too distant future, 
joining the ranks of Europe, the United States, and 
Japan. Giving China a greater export opportunity is in 
fact giving other trading partners greater opportunities 
to increase exports to China, because China has a large 
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degree of elasticity regarding imports and is continu- 
ously increasing her foreign exchange reserves. 


Proceeding from its long-term and fundamental interests 


and in view of China’s increasing economics ¢th and 
China’s movement toward meeting the G/ omnire- 
ments on the economic system, on the v EC 
supports the restoration of China’s GATT 1. ap. 
At this year’s session of the Sino-European Ma, .om- 


mission, Leon Brittan, European Commission member 
for external economic and trade affairs, explicitly 
affirmed support for the restoration of China’s GATT 
membership, and expressed the clear view that in regard 
to the procedures relating to the restoration of China’s 
GATT membership, the stage of submitting and deliv- 
ering reports and materials on the applicant should be 
ended and substantive negotiations could immediately 
begin. Obviously, compared with the negative position 
on the part of the United States, the EC’s attitude is 
rather positive. 


2. How to restore China’s GATT membership. Proceeding 
from its self-interest, the EC attaches important reserva- 
tions to its support for China. The EC highly appraises 
the great achievements of China’s economic reform, but 
still considers China a nonmarket economy, believing 
that the set goal of China’s economic structural reform is 
to establish a planned commodity economy, instead of a 
market economy. With China’s current “half free” and 
“half controlled” foreign trade system, the restoration of 
China’s GATT membership will produce a negative 
impact on the EC and its members. Therefore, the EC is 
of the view that an ideal method is to restore China’s 
GATT membership in accordance with the approach 
used to restore Yugoslavia’s GATT membership. Yugo- 
slavia was the first among the East European countries to 
carry out economic reforms. In the early 1960s, Yugo- 
slavia changed state enterprises into enterprises collec- 
tively owned by employees, declaring that Yugoslavia 
was no longer a centrally planned economy and applying 
for GATT membership. At that time GATT members 
had no way of determining whether Yugoslavia would be 
able to truly preform her GATT obligations after joining 
the GATT. Consequently, Yugoslavia was allowed to 
join the GATT on a temporary basis in 1962, and 
became a full member in 1966. According to the EC, 
China can regain her signatory-state seat in the GATT on 
a temporary basis through the Uruguay round negotia- 
tions, but there will be clauses providing for a special 
transition period during which, if exports from China 
increase drastically, resulting in market disruptions, 
other members can adopt special emergency safeguard 
measures as supplements to measures under Article 19. 
According to the EC, this will make it possible to prevent 
other members from refusing to apply the GATT to 
China by invoking Article 35 of the GATT. When the 
transition period ends, China will be able io fully regain 
her signatory-state seat, if it is proven that China has 
provided full guarantees of access to her market through 
tariff concessions, and has reduced the state’s interven- 
tion in the economy and trade as much as possible. In 
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this connection, Brittan, European Commission member 
for external economic and trade affairs, proposed at the 
Sino-European Mixed Commission session in April this 
year that a special agreement on the matter be signed. 


3. The timetable on restoring China’s GATT membership. 
China hopes that the restoration can be completed as 
soon as possible, preierably this year. However, because 
of U.S. opposition and the tacit understandings between 
the EC and the United States, it is very difficult to 
restore China’s GATT membership this year. In view of 
the positive attitude shown by the EC at the Sino- 
European Mixed Commission session in April this year, 
the EC is likely to propose restoring China’s signatory- 
state seat on a temporary basis. If China should accept 
the conditions relating to restoring her GATT member- 
ship on a temporary basis. the process of restoring 
China’s GAT membership would still be rather quick. 


In terms of the conditions relating to restoring China’s 
GATT membersh!: 1 temporary basis, the issue of 


the length of the tr: | pertod will be an important 
focal issue. Here ssary to comment on the issue 
of Hong Kong's an s GATT seats in the future. 


Hong Kong and Macao became official GATT members 
as separate customs territories with the guarantees pro- 
vided by Britein and Portugal as the metropolitan states 
of the signatories. under paragraph 5 (C) of Article 26 of 


the GATT. Hong Nong and Macao will return to the 
mainiand in | spectively. If China is not 
an officia! TT. China will not be able 
to pros » abovementioned provi- 
SIONS; 4: and Macao’s legitimate 
GATT seats w" -d. In other words, only by 
fully restor GATT seat before 1997, 
wouid ii be | : the relevant matter from 
adversely a rests of Hong Kong and 
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Macao. Because of the EC’s special relations with Hong 
Kong and Macao, the EC is in favor of ending the 
transition period and thus fully restoring China’s official 
GATT seat before 1997. 


4. The different positions of the EC and the United States 
on the restoration of China’s GATT membership. in 
regard to attitudes toward the restoration of China's 
GATT membership, there are both tacit understandings 
and differences between the EC and the United States. In 
view of the five preconditions raised by Newcock, assis- 
tant U.S. trade representative for GATT affairs, in 
February this year the U.S. attitude was very tough. The 
five conditions are: “unified trade policy,” “full trans- 
parency,” “dismantling of nontariff barriers,” ‘“‘an 
economy completely based on market prices,” and “‘spe- 
cial safeguard clauses.” According to Newcock, because 
of China’s refusal, the restoration of China’s GATT 
membership will take a long time. In comparison, the 
EC’s position is rather flexible, constructive, and prac- 
tical, and leaves room for maneuvering; and the EC's 
position is unlike the U.S. policy which is very aggres- 
sive. Although Europe and the United States have the 
same views on the major issues involving the restoration 
of China’s GATT membership, they are totally different 
in terms of their ways of handling the matter. The EC 
hopes to gain Chinese concessions on other matters 


through supporting the restoration of China’s GATT 


membership. Meanwhile, the U.S. approach is as fol- 
lows: you make thorough concessions to me first. and 
then I will consider whether to give you support. 


Of course, the EC has now only made a concise commi'- 
ment, and it remains to be seen how it will honor ihe 
commitment. China should also step up the effort to 
make the foreign trade system as well as the economic 
system closer to meeting the GATT requirements 
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Party Journal Discusses Civil Service Regulations 
93CM0465A Beijing XUEXI YU YANJIU [STUDY 
AND RESEARCH] in Chinese No 16, 15 Aug 93 

pp 15-16 


{Article by Hou Jianliang (0186 1696 5328): “Center fo 
Civil Servant Studies”} ; 


[Text]What Connection Do the “Interim Regulations on 
State Civil Servants” Have With the “State Civil Service 
Law?” 


According to the legislative planning for China’s civil 
service system, the state civil service system’s general 
constitution was first formed and put into effect with the 
“Interim Regulations on State Civil Servants” published 
by the State Council. Once these were in effect for 3 
years, they were further revised, improved, and sub- 
mitted to the NPC for official establishment as the 
“State Civil Service Law.” It is thus obvious that the 
“Interim Regulations on State Civil Servants” (abbrevi- 
ated hereafter as the ““Regulations’”’) actually were the 
predecessor to the “State Civil Service Law.” 


Forming and putting into effect the state civil service 
system’s general constitution as the “Regulations” first, 
had certain advantages: 1. A state civil service system 
was a new matter in which we still had no experience. 
Moreover, as China’s state civil service system was 
applied to state administrative organs at all ievels from 
the State Council down to townships, meaning a broad 
scope, many people involved, and a myriad of local 
differences, its implementation would be bound to run 
into certain problems needing study, research, and reso- 
lution. So legislating in two steps was a more cautious 
approach, enabling us to further test the accuracy of all 
regulations through actual implementation, and then 
submit them to the NPC for deliberation and legislation 
once they were further revised, making them more 
reliable. 2. As 5 or 6 years have passed since the 
announcement of a state civil service system in 1987 to 
the present, much preparatory work has been done, with 
the whole nation looking forward to the implementation 
of this system as quickly as possible, and the 14th CPC 
Congress having called for the implementation of a state 
civil service system as quickly as possible. So as to the 
legislative process, these regulations being first formed 
and put into effect as administrative regulations by the 
State Council was faster. Being grounded in administra- 
tive regulations, the state civil service system could be 
operated first, in order to better adapt it to our economic 
and political reforms. 


How Were the Limits of China’s Civil Service Set? 


China’s civil service includes the employees in state 
administrative organs at all levels except for orderlies— 
equivalent in scope to our past “state administrative- 
organ cadres.” The setting of such limits was based on 
considerations of China’s national conditions, combined 
with our goal of establishing a civil service system. A 
major defect of our past cadre personnel system was that 
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“state cadres” were too sweeping in concept, with cum- 
bersome cadre ranks, and using a single management 
method, which ignored ihe varying characteristics of all 
types of employees in areas, such as nature of work, 
public responsibility, and the laws of talent maturity, 
making scientific and legalized management difficult. So 
the 13th CPC Congress officially set forth the principle 
of practicing categorized (graded) management of 
cadres. This principle meant that in order to establish a 
strong government work system suiied to socialist mod- 
ernization, it would be necessary first to separate gov- 
ernment employees from the former cumbersome cadre 
ranks, by establishing a relatively independent manage- 
ment system that would be run scientifically. This was 
our goal in establishing a civil service system. So our 
civil service limits were quite naturally set within the 
government system, unlike Japan and France where 
almost all public employees are called civil servants. 
While Japanese and French civil service limits are quite 
broad, the only employees under state civil service law 
are officials in the central government system. On the 
other hand, China’s civil service limits cannot include 
only government employees below the vice ministry 
level as in Britain, but should include government per- 
sonnel at all levels elected or appointed by the NPC and 
its Standing Committee. This is because, for one, China 
does not have “cabinet replacement” through “multi- 
party competition,” with a government official respon- 
sibility system, in which government employees at all 
levels play a key role in ensuring the continuity and 
stability of state administrative management; second, 
while foreign government officials and service officers 
are separated into two systems, there are close links and 
widespread exchanges between China’s government per- 
sonnel at all levels and employees in other government 
organs, with ordinary government employees being 
selectable to government-personnel posts and, when not 
holding government posts (except when being punished), 
being returnable to the ordinary employee ranks, and 
lower-level government personnel being promotable 
based on need to higher-level government organs to take 
up ordinary employee jobs; and third, China’s civil 
service limits are set not only at the central level as in 
countries such as Britain and the United States, but 
rather include the complete system from the center to the 
localities. As separating out government personnel at all 
levels would involve more people and is not actually 
necessary, China’s civil service includes all government 
employees except for orderlies. 


Not including orderlies in the civil service ranks was 
based mainly on three considerations: |. Orderlies’ work 
is of a logistical nature, and they do not perform govern- 
ment duties. 2. Orderlies were not in the past govern- 
ment or cadre ranks, being managed according to labor 
laws, so that civil service management methods are not 
suited to them in that their recruitment does not require 
public competitive examination, they do not need 
training at administrative academies, and their matters, 
such as evaluations, rewards and penalties, and job 
promotions and demotions, all differ from civil servants. 
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3. As reforin has gradually socialized government logis- 
tics work, orderlies need not be included in the civil 
service ranks. So in overall consideration of these points, 
our civil service does not include orderlies. 


What Features Does China’s Civil Service Have That 
Differ From Civil Services in Western Nations? 


1. China’s civil service system adheres to the Party’s 
basic line. The general principles of the “Regulations” 
list implementation of the Party’s basic line as a basic 
principle in setting up a civil service system, providing 
that “the state civil service system will implement the 
basic line in focus on economic development, adherence 
to the four basic principles, and persistence in reform 
and opening.” This shows the basic nature of China’s 
civil service system as being a part of the Party’s orga- 
nizational line, in service to its political line, whereas 
Western civil service systems emphasize so-called “‘polit- 
ical neutrality,” prohibiting civil servants from taking 
part in partisan activities in their capacity as civil 
servants, or having so-called “political leanings” in their 
official duties. 


2. China’s civil service system practices the principle of 
“party control of cadres.” China’s civil service regula- 
tions were drawn up in line with the Party’s cadre line, 
principles, and policies. Our government personnel at all 
levels are subject to inspection by Party committees at all 
levels and their organizational departments, being 
elected or appointed according to law by people’s con- 
gresses at all levels and their standing committees. Cer- 
tain other key cadres who are not government employees 
are also subject to inspection and management by Party 
committees a? all levels and their organizational depart- 
ments, being appointed by governments at all levels. 
Western civil services emphasize that civil service man- 
agement “be nonpartisan,” with civil service promotions 
“not subject to party interference.” 


3. China’s civil service adheres to the employment 
criteria of both ability and political integrity. Our civil 
service regulations provide that civil service recruitment 
adopt the methods of open testing, strict evaluation, and 
employment of excellence and talent, with testing mainly 


JPRS-CAR-93-074 
7 October 1993 


measuring applicants’ job suitability, and evaluation 
mostly examining political ideology and moral char- 
acter. Civil service promotions are based on the princi- 
ples of both ability and political integrity and selection of 
only the worthy, emphasizing political-ideology expres- 
sion and work achievements. Examinations cover all the 
aspects of political integrity, ability, industry, and 
achievment, giving priority to evaluating political 
expression and work achievement. This overall employ- 
ment criteria of both ability and political integrity is also 
a key feature running through China’s civil service 
system. 


4. China’s civil service adheres to the principle of serving 
the people. This was determined by the nature of China’s 
regime aud state organs. Civil service obligations pro- 
vide that civil servants “maintain close ties to the 
masses, hear public dissent, be subject to public over- 
sight, and serve the people,” as well as “being impartial 
and honest.” Civil service evaluations and promotions 
require examination of approach and achievement in 
serving the people, as well as rewards for particular 
contributions to the people. Western civil services are 
independent interest groups, being officials for the 
people but employees to the government, able to nego- 
tiate with governments through their labor organiza- 
tions, in order to protect their own interests. 


5. China’s civil service does not possess the Western 
distinction between “government officials” and “‘service 
officers.” Western nations practice a so-called “dual 
official track,” emphasizing that government officials 
are “politicals,” while service officers are “profession- 
als.” While government officials come and go with 
political and party administrations, service officers are 
permanent as long as they carry out government orders 
and maintain “political neutrality.” But as we do not 
practice multiparty competition, we have no absolute 
distinction between government officials and service 
officers. While government and nongovernment 
employees differ in production mode, all civil servants 
are the people’s servants regardless of rank, with the 
Party and state’s requirement of them being consistent 
that they must understand both politics and profession- 
alism, being both red and expert, as well as exchangeable 
based on need. 
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PROVINCIAL 


Hunan’s Leftism Inhibits Economic Reform 


93CE0774A Hong Kong TANG TAI 
[CONTEMPORARY] in Chinese No 27, 15 Jun 93 
pp 64-66 


[Article by Li Liang (2621 5328): “Why Doesn’t the 
Breeze of Spring Touch Hunan? Leftist Camp Is Solid 
Like a Copper Wall and Flame of Leftism Burns 
Brightly”) 


[Text] With Hunan and Guangiong such close neigh- 
bors, why is it that their fates have been so divergent? 
With this perplexing question in mind, we probe deeply 
into Hunan, with its relatively prosperous economy and 
rather advanced culture and convenient transportation, 
a province rich in natural and mineral resources. 


Hunan Is Not Without Advantageous Conditions 


From official statistics, one can see that in 1991 Hunan’s 
per capita income of 1,061 yuan was less than one-half of 
Guangdong’s, and Hunan’s per capita gross domestic 
product [GDP] of 1,280 yuan was not quite 45 percent of 
Guangdong’s. Based on the current rate of development, 
Hunan will need some 20 years to reach Guangsiong’s 
current standard of living. If we focus on the richest 
county of Changsha (with per capita GDP of around 
1,500 yuan, and per capita income of around 1,400 
yuan), it would still take Changsha some 15 years to 
catch up with Guangdong’s living standard; for such 
counties as Sangzhi and Anren with per capita income of 
only some 400 yuan, who knows when and by which 
zodiacal sign these counties will be able to catch up. For 
the equally conscientious and hard-working people of 
Hunan, fate does seem to have been rather unjust. 


To begin with, Hunan’s natural and resource conditions 
are far superior to those of Guangdong. Four major river 
systems, the Xiang Jiang, Zi Shui, Yuan Jiang and Feng 
Shui—flowing East to West through a major part of 
Hunan and converging in China’s second largest lake, 
the Dongtinghu, before flowing into the Changjiang aud 
out to sea—form a vast and rich water transportation 
network. The land through which the rivers flow is rich 
in soil, enjoys a suitably mild climate and easy access to 
irrigation, and bountiful agricultural production. It has 
earned Hunan accolades as “the village of plentiful fish 
and rice.” The phrase that “harvests from two lakes 
serve all under heaven” connotes that when bumper 
crops are harvested in the environs of the Dongting and 
Poyang lakes, there is enough food supply for all of 
China. 


Minerals are Hunan’s precious resources and there is 
plentiful coal, iron, phosphorus, tungsten, manganese, 
and over 95 percent of the world’s deposit of antimony; 
furthermore, gold was discovered in the last few years in 
the Yuan Jiang basin (where a gold brigade is now 
responsible for mining it). In addition, timber resources 
from virgin forests in the length and breadth of Hunan 
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have yet to be exploited. Tourism resources are also 
ample; in short, Guangdong cannot possibly compete on 
all these dimensions. 


In addition, Hunan’s industrial and agricultural bases 
are solid. In agriculture, Hunan leads the nation in 
production of cottonseed oil. Industries located 
throughout the province include steel manufacturing, oil 
refining, chemicals, and mining and textiles; close to a 
hundred large and medium-size military industrial bases 
(many of which now have turned into civilian use) can 
provide numerous technical supports and personnel 
skills for the various industries located in the province. 


Last but not least, Hunan is the largest base in the South 
for developing and training human resources; whether in 
scientific research, culture or education, Hunan is far 
more advanced than Guangdong. 


In transportation, aside from the waterway network 
referred to above, three of China’s four trunk line 
railroads (the Jing-Guang line, the Zhi-Liu line, and the 
Xiang-Qian line) crisscross Hunan from four directions; 
in addition, there are also the Heng-Nan line and the 
Lou-Shao line. A highway system that fans out in all 
directions will complete the transportation system map 
of Hunan in picturesque ways. 


A Key City That Does Not Advance Will Fall Behind 


The various factors that favor Hunan’s economic devel- 
opment mentioned above should clearly demonstrate 
Hunan’s superiority over Guangdong in this area. But 
the cruel reality is that Hunan is trailing far behind 
Guangdong. 


Shaoyang, in the center of Hunan, is where the once 
famous Baogingfu was located. Already quite prosperous 
in the thirties, Shaoyang now ranks first in China for its 
“dubious” honor (having executed over 200 criminals in 
the second half oi 1990 alone), while everything else 
remains the same and unchanged. In places nearby such 
as Xiangtan and Huaihua, although development has 
been slow, they too have already pulied ahead of Shaoy- 
ang. Shaoyang has lost its original lead and its per capita 
GDP is only 800 yuan and per capita income less than 
700 yuan. 


Slightly to the north of Shaoyang is Lantian, which was 
dubbed “the little Changsha” during the late anti- 
Japanese war. At that time, the Kuomintang [KMT] 
troops led by Liang Huajun [2783 0533 6511] (native of 
Lantian) held on and forced the Japanese troops to 
bypass the city, and the bandits never did set foot in 
Lantian. Important government departments, organiza- 
tions and tertiary educational institutions (such as parts 
of Zhongnan Lianda University) in Changsha and other 
cities that fell to Japanese occupation all moved to 
Lantian in different stages and brought considerable 
prosperity to the city. But today, fifty years later, if one 
returned for a visit, one would certainly be greatly 
disappointed. With the Lian Shui river since dried up, 
not a trace of the once famous dock could be found. 
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Liantian is still such a small town; although its name has 
been changed to Lianyuan city, and developmental 
efforts have successively been made, the momentum 
appears to have been lost for good; today, its per capita 
income and per capita GDP are only slightly higher than 
those of Shaoyang Prefecture. 


Where does the crux of the problem lie? This is a 
complex issue. Let us proceed to examine it by making 
preliminary analyses of the following aspects of the issue. 


Without Pressure, Status Quo Prevails 


Economic causes perforce bear the brunt of analysis. 
Hunan is an agricultural province, with agricultural 
output value accounting for about one third of the 
province’s total output value; compared to the industrial 
output value, Hunan’s agricultural output value has only 
declined 4 percent in the past 10 or more years. In 1978, 
Hunan’s agricultural output value was 8.191 billion 
yuan, and industrial output value was 14.278 billion 
yuan; in 1991, they were 42.558 billion yuan and 80.371 
billion yuan respectively. 


By contrast, the differences of industrial and agricultural 
output values in Guangdong were considerably greater. 
In 1978, it was 7.433 billion yuan versus 19.965 billion 
yuan; in 1991, however, it was 62.572 billion yuan 
versus 245.357 billion yuan; as a proportion of the total 
output value, Guangdong’s agricultural output value was 
21.22 percent in 1978, and 16.09 percent in 1991. 


Hunanese set great store by agriculture, even in 1989 
with the series of natural disasters and China’s agricul- 
tural production declining sharply as a consequence, 
Hunan was nevertheless able to achieve good harvests 
with grain production reaching 449 jin per capita. With 
adequate clothing and food and without the pressure of 
having to struggle in order to survive, Hunanese have not 
had a strong desire to get rich. Their income has not been 
much, and they must now pay the high prices favored by 
urban residents under reform; Hunanese are nostalgic 
for the carefree, leisurely life of the “three ironclad 
guarantees.” The adequately clothed and fed Hunanese 
hold values which do not seem to be oriented toward 
reform. 


Traditional Reverence for Politics, Disrespect for 
Economics 


After living a long time under the economic conditions 
mentioned above, Hunanese have developed a corre- 
spondingly settled form of culture and psychology. From 
schools to government departments, from individuals to 
society, peop’= have developed the tendency to revere 
politics and disparage economics, to value righteousness 
and justice and look down on money and profit; there- 
fore, those who consider themselves talented and knowl- 
edgeable would compete to get on the political stage. To 
describe this with the words of a young university 
lecturer, this is the way one realizes his/her sense of self 
worth, the way to clear his/her conscience of any sense of 
guilt, and is therefore the most meaningful thing one can 
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do. The motivation for this highest form of calling has 
encouraged them to subordinate their individual prefer- 
ences for a righteous common goal, and to give up 
pursuit of money for that of ideology. There is no other 
province, or any number of provinces in China, that can 
match Hunan in terms of the number of great leaders it 
has produced. One can simply count from recent history 
the names of leaders who have greatly influenced China’s 
progress as a nation: Zeng Guofan [2582 0948 5672], 
Zuo Zongtang [1563 1350 2768], Wei Yuan [7614 3293}, 
Tan Sitong [6223 0843 0681], Cai E [5591 6948], Huang 
Xing [7806 5281], Mao Zedong, Liu Shaogi, He Long, 
Peng Dehuai, Hua Guofeng (who counts as half of one), 
and Hu Yaobang. Hunanese hold these leaders in high 
esteem and are proud to be Hunanese themselves. When 
an elementary student just starting school learns about 
these leaders, he is inspired to think that he himself 
might somehow contribute some part to the future 
history of China. 


“Leftist” Camp Is Strong and Solid as a Copper Wall 


On the other hand, Hunanese show little or no respect 
for economic leaders and experts, and hold even more 
scorn for those non-enterpreneurs who are just out to 
make money. 


It is because of this mentality that the Chinese Commu- 
nists pay special attention to Hunan and consider it a 
premier bargaining chip. Up to the present, the “leftist” 
camp here is solid like a copper wall; with Chen Yun, 
Deng Liqun and Wang Zhen (now deceased) adding their 
influences, loud leftist voices have the upper hand; from 
top to bottom the leftist faction is mainstream here, and 
the 1988 incident of “dismissal from office of Yin 
Zhenggao [3009 2973 7559]” is but a small manifesta- 
tion of the leftist strength. 


The struggle in Hunan has never ceased and the “Papa 
Deng” people deeply appreciate the value of Hunan; 
although they either suffer setbacks or have to make 
some readjustments due to tests of strength, they never- 
theless have tried hard to resist and persevere. Of par- 
ticular importance are the young idealists who went 
through the “baptism” of the cultural revolution, who 
are “motivated to achieve greatness,” who have peti- 
tioned in behalf of the people, and who have the spirit 
and daring to sacrifice themselves; as examples, take 
Zhang Jingsheng [1728 0079 3932] of the Democracy 
Wall period (who was arrested again in 1989 and sen- 
tenced for 13 years in prison), or Liang Heng [2783 
1854] and Tao Sen [7118 2773] who were involved in the 
election movement, or the “three heroes of Liuyang” 
that came out of the 1989 democracy movement, or Han 
Shaogong [7281 1421 0501] who charged ahead despite 
repeated detentions. These cases illustrate that whenever 
one of them falls, another pushes on ahead; on the other 
hand, Hunan has produced no economic experts or 
geniuses in the last hundred or more years. 


While people may remember rice paddy expert Yuan 
Longping [5913 7127 1627], they can hardly recall any 
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other; a minority may remember there was one Yan 
Mengqui [0917 1322 4428]. Given the opportunities, the 
talented and able Hunanese would certainly leave their 
specialties and go into politics, but they have a don’t-care 
attitude when there is no capable person to take charge of 
economics and finances—at most they would make a 
private comment or two among themselves, such as 
jokingly but without malice calling former Hunan Gen- 
eral Secretary Mao Zhiyong [3029 5268 3938] “Mo 
Diyong” (“di”’ substituting for “zhi’’) [connoting “totally 
useless” in Cantonese] or “Me Ziyong” (meaning “noth- 
ing useful” in the Hunanese dialect). In the past, 
Hunanese considered Wenzhou and Suzhou people 
dowdy; today, Hunanese consider Guangdong people 
lacking in aspiration, slaved to money, and living only to 
make money. “We did not have much to begin with, so 
we are not afraid of losing anything.” It is this psy- 
chology of “‘emphasizing politics but slighting econom- 
ics” and the tight comrol of the Chinese Communists 
that have resulted in the lack of forward momentum in a 
province as fertile and rich as Hunan! 


“Stop First, Look Again, Then Cross” 


Against such a political, economic, cultural and psycho- 
logical backdrop, the leadership in Hunan at various 
levels, from provincial to county, has evolved an inter- 
esting administrative style, the essence of which may 
broadly be described as “stop first, look again, then 
cross”; it is a leadership style that prefers to be conser- 
vative rather than take chances, and holds that so long as 
the needs for clothing and food are adequately met 
everything else can be dealt with later; but when action 
absolutely cannot be deferred, such as suppressing the 
aftermath of “1989,” Hunan did not show its hand until 
seven or eight other provinces had acted first, and when 
‘“unan finally acted, it took steady, well-aimed and 
ferocious action which put Hunan in first place in terms 
of the number of people arrested and sentenced (for 
reference, see the soon to be published “Report on 
Human Rights in Hunan” article in the ASIAN 
OBSERVER). If China is considered the last bastion of 
socialism, then Hunan is the last bastion of China. 


While Hunan was going through its “stop first, look 
again” period, Ye Jiangying’s and Zhao Ziyang’s forces 
controlling Guangdong seized the opportunity and 
charged ahead under the leadership of such people as Ye 
Xuanping and Xie Fei [6200 7378]. In another respect, 
because of the reform-led economic expansion, Guang- 
dong had no need to beg and borrow when ‘arge sur- 
pluses were accumulating, leading to its increased 
autonomy; greater autonomy in turn benefitted promo- 
tion of reforra, and this was the beneficial cycle of reform 
and autonomy. Hunan on the other hand found itself in 
the vicious cycle of conservatism and dependency. It 
therefore demonstrates that for the reform policy to 
succeed, the local political environment is more impor- 
tant than the economic environment. 


Roots of Old Habits, Old Systems Run Deep 


Although Hunan has decided on an economic reform 
strategy of “opening up to the South and the North. 
establishing a corridor marked by the five circles and 
accelerating the opening to the West,” and the province 
appears to have the spirit of getting out of poverty and 
catching up with wealth, still the roots of old habits and 
old systems run deep. A large amount of human 
resources flow out of the province (partly to Guangdong 
and such provinces or overseas, and partly to the various 
levels of government administrative departments; there 
are those who wait and watch for an opportunity to 
move, and there are certainly others who are corrupted 
by the temptations offered elsewhere). Still, Hunan is 
prodding along. State-owned enterprises, planned 
economy, overstaffed bureaucratic organizations (e.g. 
some 2,000 cadres are assigned to one administrative 
area in central Hunan; or, in one advanced teachers’ 
training institute with over 200 instructors, there are 
close to one hundred cadres ranked at the deputy depart- 
mental, bureau and division levels), and the extreme 
leftist administrative control all mean that in reality only 
the small and safe reforms can be carried ovt, and even 
then, if any obstacles are encountered, reform will be 
retracted. 


Hunanese once said: so long as “Mo Diyong” is in 
charge, any reform taken is fake. In reality, even if “Mo 
Diyong”’ had been thrown out (Mao Zhiyong in fact had 
since been transferred to Jiangxi), and even if all the big 
and little “totally useless” types had been changed, 
including relatives of Yue Yangbang [1471 7122 1620} 
or Hua Guofeng’s and Wang Zhen’s trusted followers, 
the new people to take the political stage would undoubt- 
edly be “Papa Mao’s [Mao Zedong’s] people.” Hunan’s 
problems, therefore, are China’s own probiems. 


Hunan Officials Discuss Development Zones 
93CE0808 Beijing JINGJI RIBAO in Chinese 29 Jul 93 
pl 


[Anicle by Xu Dehuo (1776 1795 3499):Focus on Key 
Projects for Orderly Development”] 


[Text] Chu Boging [0328 3134 3237], standing vice 
governor of Hunan Province, was on his way to partici- 
pate in the “five zones, one corridor” (Changsha, Yuey- 
ang, Zhuzhou, Xiangtan, and Hengyang each has a 
development zone, forming a corridor of hizh-and-new 
technology industries) development zone mobile site 
report meeting in the early morning, when a reporter 
forced into the governor’s Santana automobile. The 
interview and the car “started” at the same time. The 
reporter asked why the meeting was being held at a time 
when the central government was checking up on devel- 
opment zones, and whether it was contradictory to state 
policy. Chu Boging responded clearly and vigorously: 
Tightly clenched fists have more strength! The purpose 
of this meeting was to focus on key projects of develop- 
ment and check the excessive expansion of development 
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zones. Chaotic development must be made orderly, and 
blind development must be turned into effective devei- 
opment. The retained development zones could be run 
more effectively as a model to take the lead in develop- 
ment in our province. We were to adont three policies: 
One, the policy of “hat removai"; those who put on the 
hat of development zones without the approval! of e:ther 
the central government cr the provincia! government 
would not be acknowledged. These include township, 
markets, and township industrial zones. Two, the policy 
of eligibility inspection; the 4% develorment zones 
approved by the provincia! government would be 
inspected one by one; the eligtble zones would be 
retained while the ineligible ones would be deleted. 
Three, the policy of ensuring the effective operation of 
the “five zones, one corridor” as planned. Question: 
Why should development zones be supported while 
funds are insufficient? The vice governor answered that 
two points had to be mentioned. First, funds must be 
focused precisely because they are tight. Second, one of 
the reasons for the tight financial! situation is that funds 
have flown to coastal regions. Funds are fluid and 
differences occur during their flow. This is the function 
of the market mechanism. Money has flown to coastal 
regions because the environment there can bring in more 
profits. The purpuse of the development zones is to 
create an environment similar to that of the coastal areas 
so as to attract and retain capital and talented man- 
power. Development zones can thus become a virgin 
place for development opportunities. Since the “five 
zones, one corridor” have taken shape, there is already a 
trend of returning funds from coastal areas. Ciu Boqing 
has said that the construction of “five zones, one corri- 
dor” ‘s an important part in the overall strategies in 
Hunan’s opening up and economic development. The 
five cities of Yueyang, Changsha, Zhuzhou, Xiangtan, 
and Hengyang have account for 27.7 percent of the total 
area in Hunan, their population 37 percent, industrial 
gross output value 49 percent, and output value of 
township enterprises 53 percent. They hold up half of the 
sky in the economy of Hunan. Since July last year, the 
“five zones, one corridor” has developed rapidly. The 
five cities have raised a total of 1.5 billion yuan. Basic 
construction has taken shape: the construction area has 
reached over one million square meters; $270 million in 
actual foreign capital has been used; some enterprises are 
in operation and their products have begun to earn 
foreign currency on the international market; more than 
300 enterprises have been established in new and high 
technology industries; 463 new and high technology 
projects have been developed; and last year, these enter- 
prises and projects produced 460 million yuan worth of 
gross output value and created 96 million yuan in 
revenue and profits. Better yet, the two high-tech devel- 
opment zones in Changsha and Zhuzhou jointed the 
“national team.” All these development zones have 
strengthened their leadership, carefully formulated 
plans, actively engaged in basic construction, and started 
from a higher point in carrying out infrastructure con- 
struction of “three passages and one evenness.” The 
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Torch Plan City of Changsha has gone beyond its pre- 
liminary stage of development; the Zhu:zhou hi-tech 
developmeni zone has accumulativety invested 650 mil- 
lion yuan in basic construction; and Xiangtan has put in 
240 million yuan for a 1irm foundation for attracting 
businesses and capital. Most of the newly approved 
foreign-invested enterprises were established in these 
development zones. More gratifying is the fact that these 
development zones are following internationa! conven- 
tions in their reform plan, establishing operational! 
mechanisms in light of a market ecoromy, resoiving 
problems of transformation of government functions, 
and that enterprises entering the zone have no need to 
transform their operational mechanism and basic con- 
struction is not related to urban area remodeling. These 
development zones are full of vitality and potential for 
further development. The Yuelushan Science and Tech- 
nology Garden of the hi-tech development zone in 
Changsha developed an area of four square kilometers at 
the first stage. The initial part was only 0.5 square 
kilometers. When it was laying the foundation in 1991, 
some people said that it was too tiny to be considered a 
development zone. Chargsha Vice Mayor Luo has espe- 
cially said: We believe that it is all relative when talking 
about being large or small. In any case, we should start 
from reality, make sensible judgments on our ability, and 
try the best we can. If we start on a large scale and put in 
large investments, capital circulation will be slow and we 
cannot achieve outcomes in a short time. Development 
in a snowballing fashion will be difficult. Based on the 
reality in Changsha, we made plans for a small parcel of 
land, developed it, and reaped fruit from it. It appeared 
slow, but was really fast and effective because we were 
freed from such problems as shortage of funds and raw 
materials. Luo continued: Within one year we have 
developed a street filled with industries of science and 
technology and a residential area for skilled workers on 
those 0.5 square kilometers of land. Life and production 
are going on hand in hand. According to our plan. we will 
develop an area of 900,000 square meters of plants for 
hi-tech industries and a residential neighborhood for 
skilled workers toward the end of the Eighth Five-Year 
Plan. We have started on an area of 540,000 square 
meters, completed 200,000 square mei-rs in terms of the 
main structure, and turned into actual use 40,000 square 
meters since last April. The facilities in use are well 
equipped with multiple service functions. Use of 
300,000 square meters of land is planned for the resi- 
dential area. Now, 120,000 square meters are under 
construction and 20,000 square meters aie completed. 
Most of the nine apartment buildings completed have 
been sold. Housing can meet the needs of different strata 
of professionals and employees. Only a small part #3 
devoted to foreign businessmen and high-level execu- 
tives. In a word, the 0.5 square kilometers of land have 
become a highly cultured spot and a place of public 
attention in Changsha. A leader from the State Science 
and Technology Commission commented: “It was 
started with a high vision and now assumes the appear- 
ance of a new and modern city.” At the national confer- 
ence on science and technology sponsored by the State 
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Council in May, representatives from the Changsha 
development zone delivered a speech on their experi- 
ences, on behalf of the 52 national development zones. 
The presentations were well received at the meeting. Our 
0.5 square kilometers of land have been planned and 
developed in accordance with the sequirements of the 
2ist century. The operational mechanism also follows 
high standards. It has taken the lead among national 
development zones in following international conven- 
tions. It has established brand new administrative struc- 
tures, ownership regulations, operational mechanisms, 
labor policies, a reward system, and policies for the 
development of a joint-stock economy. The zone has 
entered a preliminary stage of high technology, high 
culture, and high standards. In the zone, the mode of 
reform is internationalized, with modern construction 
and industrial group development. Because of our insis- 
tence on smaller land yet higher standards, development 
in the zone is promising. This year the municipal gov- 
ernment has decided to add 0.3 square kilometers for 
further development. 


Liu Guoguang on Shanghai as International City 


93CE0796A Shanghai WEN HUI BAO in Chinese 
9 Jul 93 pp 1,6 


[Speech by Liu Guoguang (0491 0948 »)342) at a discus- 
sion meeting on the topic “Shanghai—Moving Toward 
Becoming a Great Internationalized Metropolis in the 
New Century” held by the Fudan Development Insti- 
tute: “Reflections on Building Shanghai Into a Great 
Internationalized Metropolis”} 


[Text] New Century Calls for Great Internationalized 
Metropolis 


After more than 10 years of reform and opening up to the 
outside world, under the guidance of Comrade Deng 
Xiaoping’s talk on his southern tour and of the spirit of 
the 14th Party Congress, China’s modernization has 
entered a new stage. The 20th century is coming to an 
end and the 21st centry is nigh. Now, the question of 
building a great internationalized metropolis [guojihua 
da dushi] has its historical background, flavor in the 
times, and urgent need; it is not fortuitous or done at 
will. 


First of all, this is a necessity for China’s acceleration of 
the pace of reform and opening up to the outside world 
and of its modernization. The proposal made by the 14th 
Party Congress to accelerate the pace of reform and 
opening up to the outside world has extremely rich 
connotations. The goal of further deepening reform is to 
establish a socialist market system. Following the tran- 
sition from a planned economy to a market economy, in 
China’s economy the operating mechanisms, industrial 
structure, and productive forces will experience more 
and more profound changes. Following market construc- 
tion and development, in China’s urban construction 
and development, there will be a need to form several 
larger cities that will be regional—even national— 
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economic centers for communication, trade, financial, 
scientific and technological, information, consumption, 
and other activities, and that wil! move toward the 
external world. The goal of further expanding opening up 
to the outside world is to biend in with international 
markets and get relatively closer to international prac- 
tice. Following the development of exchange of foreign 
economic technology, the extent of the opening up to the 
outside world and the extent of the external orientation 
of China’s economy will constantly expand, and will 
require a number of large cities ic be its suppert; there 
will be a further change from being externally oriented to 
being iniernationalized. The goal of accelerating mod- 
ernization is to modernize agriculture, industry, science 
and technology, and national defense. Following the 
acceleration of modernization and of urbanization, there 
will certainly emerge several large cities, the scale of 
which will gradually expand and the functions of which 
will gradually be perfected; they will be international and 
will stand like giants among the world’s great metropo- 
lises. If it is said that in the past the practice of the 
traditional system and of the blockade against the for- 
eign restricted the rate of the maturation of cities and the 
degree of their opening up to the outside world so that 
the position of this great nation with a population of 1 
billion in the world economic system was limited and 
great internationalized metropolises coiid not emerge; 
then, with the switch to a new system an‘ with a further 
opening up to the outside world, great imernetionalized 
metropolises should emerge as the times require. This is 
a binding duty in the modernization of a grea! nation 
like China. 


Next, this is a necessity for the mature development of 
several large cities in China. As a developing country, 
China has a low level of industrialization and urbaniza- 
tion, and the proportion of its urban population in the 
total population is small; this is a vestige of history. 
However, following the acceleration of industrialization, 
there was also an acceleration of urbanization. In partic- 
ular, in China, as a great nation, on the divided levels of 
market town, small city, and medium-sized city, some 
large cities have appeared, the population size and 
economic scale of which are not inferior to, or are even 
superior to those of other countries, and they all have 
their own necessity and particularity. These large cities 
are economic, political and cultural regional centers, and 
they occupy an important position in the entire country. 
They continue to develop and grow larger. Where are the 
large cities going? How are they to achieve a high degree 
of economic and social development? It will not do for 
them to be limited to certain regions, and it will be 
inadequate to give free play to them only on a nation- 
wide scale. Passing through the national gateway into the 
world, constantly developing international interchange, 
achieving a global exchange of energy, and raising their 
degree of participation and infiltration in world eco- 
nomic affairs—all of this is an inevitable trend for them. 
The large cities in all countries of the world, after 
developing on a considerable scale, shift from being 
regional centers to being world centers on different 
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scales, and undertake different international tasks—in 
this respect they are all the same. China’s large cities, 
particularly those located in coastal economic centers, 
should and can by internationalization seek their own 
sustained growth and their own better development. 


Finally, this is a necessity for world economic develop- 
ment and in particular for the rise of the Asian-Pacific 
economy. Building a great internationalized metropolis 
should not just be based on subjective wishes, but must 
conform to the objective situation and the needs of the 
world and the environment. In this respect we must 
grasp the excellent opportunity. The contemporary 
world looks with favor on the Asian-Pacific Region, and 
the Asian-Pacific Region looks with favor on China’s 
economic sphere. Some people think that in the 21st 
century the distribution of the actual strength in the 
inernational economy will, beside the three poles— 
America, Europe, and Japan—include a fourth pole— 
China’s economic sphere including Hong Kong, Taiwan, 
and Southeast Asia. It is easy to anticipate that in this 
economic sphere, which is growing the fastest in the 
country’s economy, there will certainly be formed sev- 
eral great international metropolises. By comparison 
with fairly developed countries and regions, China, if it 
does not have one or several great internationalized 
metropolises, not only will obviously be oddly arranged, 
but also, this will be unfavorable for the flourishing 
development of the economy of the entire Asian-Pacific 
Region. Building great internationalized metropolises in 
China and its surrounding Pacific Ocean regions will 
play, for the entire Asian-Pacific Region, a role that 
other regions and cities would find difficult to replace. 
China’s area is the largest, its population is the most 
numerous, its industrial prospects are the most capti- 
vating, and its market potential is the strongest; it has the 
clearest reasons for one or several great internationalized 
markets to be built in it. 


It can be concluded that putting the topic of great 
internationalized metropolises on the daily agenda now 
is nota little early but rather a little late. It is not a matter 
of only one city, and also is not a matter of only one 
country; rather it is a matter concerning the economies 
of the Asian-Pacific Region and of the world. In a certain 
sense, we might as well say it is a case of “everything is 
ready, and all that we need is an east wind’’—all is ready 
except what is crucial. We must let this matter “warm 
up” and advance in a prepared and planned manner; it is 
an indispensable, important matter for China’s modern- 
ization! 


Exploring the Goal of a Great Internationalized 
Metropolis 


What is a great internationalized metropolis? Opinions 
vary, and people are unable to decide to what degree a 
city must develop before it can be counted as a great 
internationalized metropolis. Based on an opinion raised 
in discussions on this aspect, two characteristics of a 
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great internationalized metropolis can be summed up as 
follows: one is internationalization and the other is great 
metropolis. 


Internationalization means the nature and function, the 
position and role of a great metropolis. This is different 
from a closed, semiclosed, or basically introverted city. 
Even if its population is large, its economy is compara- 
tively developed, and it is a regional center locally, like 
some cities in China’s interior; even if it is a coastal city 
in which, after the opening up to the outside world, 
foreign interchange is constantly developing and its 
degree of extroversion is constantly rising—in compar- 
ison with the criteria for internationalization, it is still a 
fairly long way from being internationalized. The fol- 
lowing three points determine the internationalization of 


a city: 


First, possession of abundant economic strength; 
ranking as one of the world’s economic, trade, and 
financial centers; a considerable competitive force and 
influence on the world economy; and to a certain extent 
influence on international economic activities and eco- 
nomic situations globally or regionally. Herein the deci- 
sive role is played by economic strength. It must not be 
only a world-class economic center having a consider- 
able number of transnational corporation headquarters, 
but a place where a large amount of capital and a high 
level of talented people are concentrated, and the radi- 
ating range of its policy decisions far should exceed the 
territory of the great metropolis; it should also be a 
world-class financial and trade center (in particular 
having a stock exchange, a futures exchange, and a 
foreign currency exchange). Through these exchanges the 
metropolis links up extensively with various parts of the 
world, and with exchanges merging into one entity, all 
are interdependent and “breathe together.” 


Second, economic operations are completely in accord 
with international practice, there is high efficiency in 
handling affairs, and basically no persons constitute an 
obstacle. This a necessary condition for a great metrop- 
olis to become one of the world’s economic centers. To 
this end, in the economic system, there should be a 
modern market economy and not the traditional planned 
economy; in internal and external relations, there should 
be free trade and the elimination of as many barriers as 
possible. On the one hand, there must be a perfected 
legal system and a “transparent” policy in order to 
ensure that all international economic laws are in force 
and unblocked; on the other hand, there must be suffi- 
cient managerial talent which is familiar with world 
affairs and actual operations. Of course, each city’s 
different economic system and national culture are not 
excluded, but in all cases the connection with interna- 
tional practice must be handled well. 


Third, tertiary industries are developed and comprehen- 
sive services strong; in particular transportation and 
communications are convenient and facilities for living 
complete in order to ensure frequent economic contacts 
and personnel intercourse. A great internationalized 
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metropolis is also a center for international contacts. The 
number of its economic activities and of personnel who 
come in and go out is enormous. There must be suitable 
sea, land, and air transportation and urban traffic and 
communication links so that the flow of materials, funds, 
technology, and information is smooth. This depends on 
the modernization of equipment and intruments and 
also on the modernization of organization and manage- 
ment, including simple, convenient procedures for going 
into and coming out of the country. These cities are often 
the principal places for international politics, culture, 
tourism, and other social activities and they have first- 
rate conditions for consumption, sightseeing, and recre- 
ation and for buying goods, food and drink. 


A great metropolis is defined by its scale and capacity, its 
structure and image. It goes without saying that if a city’s 
scale is small and its capacity limited, even if in certain 
aspects the city is superior, it is still difficult for the city 
to take on the abovementioned tasks of internationaliza- 
tion and it is impossible for the city to become an 
international center. However, the greatness of a metrop- 
olis is not only defined by its population and area; what 
is more important is its overall strength. A great metrop- 
olis can probably be defined by the following three 
points: 


First, besides a city’s own population and area, there is 
an extensive space for it to expand outward, both for 
economic zones and for an unbroken metropolitan area. 
No city should be isolated, and to just depend on the 
city’s own functions would be restrictive. There certainly 
must be, with the city as the center, a crossing of 
boundaries—first of all spreading out at the periphery to 
adjacent regions, then forming an urban ring or urban 
belt, and finally further linking up with the wider hinter- 
land. For example, Britain’s London forms a corridor 
with Birmingham, Liverpool, and Manchester; Amer- 
ica’s New York forms a corridor with Boston, Philadel- 
phia, and Baltimore; and Japan’s Tokyo forms a corridor 
with Yokohama, Osaka, and Nagoya. On the other hand, 
the outward extensions will be more or less, far or near 
the traditional contiguous belts, and they will constantly 
grow and must be restrained by the administrative range. 


Second, besides the city’s having transnational corpora- 
tion headquarters, it must have huge enterprise groups, 
intermediary organizations and a considerable amount 
of assets, key element circulation, and internal and 
external volumes of trade. The size of a city’s population 
and area is only its framework; the large collection of 
industrial, commercial, financial, and other corporate 
organizations are the city’s substance. Because there is 
no convergence of ten thousand or several ten thousand 
branch organizations, major industries and major mar- 
kets that would provide opportunities and display great 
vigor cannot be formed. Centering on these enterprises 
and their activities, there must be a complete set of 
service, supervision and control, and administrative 
organizations, such as customs, commodity inspection, 
patent, tax, foreign exchange, storage, and insurance 
organizations, in particul including law, notarization, 
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accounting, auditing, advisory, and industrial coordina- 
tion intermediary organizations. What is more impor- 
tant is the size of the city, specifically manifested in its 
having large amounts of deposited funds ana stock 
transactions, large amounts of international and external 
trade and of foreign exchange conversions, and large 
amounts of scientific and technological transfers and 
labor exchanges. 


Third, besides an infrastructure the city must have 
modernized public utilities, commercial and residential 
building complexes, and an ecological environment. In 
this respect, inner-city traffic and residential housing are 
difficult points which if not handled well will become 
“urban blights,”; they must be appropriately resolved. It 
does not seem to be an urgent matter to build several 
dozen big buildings, restaurants, and hotels, but actually 
they bear on the image of the city. From surface greeni- 
fication to public toilets, there is a similar reflection on a 
city’s style and features that cannot be treated lightly. 


What was said above could be considered a demand for 
perfection, but not the public criteria for all great inter- 
nationalized metropolises. Some people have made a 
specific analysis dividing cities according to quantitative 
grade: global and regional (like Sydney), comprehensive 
and specialized (like Rotterdam), and completely open 
and semi-open (like Seoul). Others separate great inter- 
nationalized cities and international cities. The former 
hold a place in the world balance while the latter’s scale 
is fairly small, its strength is fairly weak, its structure is 
fairly simple, and its inflence fairly small, or it is only in 
a transitional stage to the former’s maturity. Still others 
proposed future super cities, one of the criteria of which 
would be having skyscrapers of several hundred floors. 
Exploring and discussing these criteria and goals will 
broaden our horizon, invigorate our train of thought, 
and make us aim high in order to avoid falling into a 
pit—all of these things being advantageous. 


Shanghai’s Basic Superiorities, Restrictive Factors 


In the ranks of a number of proposed great internation- 
alized metropolises or international cities, Shanghai, 
without a doubt, has conspicuous superiorities. As noted 
above, “the world looks with favor on the Asian-Pacific 
Region, and the Asian-Pacific Region looks with favor 
on China”; to which should be added “China looks with 
favor on Shanghai.’”’ The unique superiorities of 
Shanghai in moving toward becoming a great interna- 
tionalized metropolis have been portrayed in detail in 
many articles. I think the most fundamental ones are as 
follows: 


First, there is history. Shanghai was once a trade, trans- 
portation, financial, and economic center of the Far 
East. Favorable circumstances over the past 100 and 200 
years gave Shanghai a place in the world and made it one 
of the great international cities on the western shcre of 
the Pacific Ocean, the number of which could be counted 
on one’s fingers. It was once praised as “the New York of 
the Orient” and “the great metropolis of the Far East.” 
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Although it was a semicolony and had deformities 
because of this, it accumulated certain economic bases 
that other cities in China could not get. People think that 
before China was completely liberated Shanghai had its 
own bright luster. Precisely in this sense, building 
Shanghai into a great internationalized metropolis is 
often called “restoring its awe-inspiring air.” 


Second, there is geography. Shanghai’s superiority in 
regional position may be considered a particular favor 
granted by nature. On China’s long coastline Shangai’s 
position is approximately in the middle: the distance to 
the north and the distance to the south are roughly the 
same. Shanghai is also situated at the mouth of the 
largest river in Asia. the Chang Jiang; going upstream it 
reaches Sichuan and Yunnan, and the hinterland it spans 
is deep and vast. The Huangjin coast and Huangjin 
waterway converge at Shanghai, which occupies the 
confluence. Shanghai faces the Pacific Ocean and has 
intercourse with the world; with its back to the Chang 
Jiang Delta, it is the most economically and culturally 
developed city in China. 


The third unique superiority is that in the industrial 
development stage Shanghai leads the entire country. 
Not only is it China’s earliest and biggest base for the 
light and textile industries and for the machine building 
and electronics industries, it has also developed by leaps 
and bounds the heavy and chemical industries. In eco- 
nomic scale, e.g., gross value of industrial output, gross 
domestic product (GDP), and other gross indices, 
according to 1991 statistics, of the 10 largest cities in 
China, Shanghai is still in first place. In economic 
returns, e.g., financial and tax income, of all the prov- 
inces and cities in China it comes in first. Relatively 
speaking, in China, Shanghai is still a financial center, 
trade center, science and technology-intensive zone, and 
talent-intensive zone, and its degree of internationaliza- 
tion is beyond the reach of other cities. 


It is easy to list a certain number of confirming instances. 
Not long ago Shanghai carried off the gold medal in the 
evolution of the “50 strongest”’ cities in China. Recently, 
in issue No 5 of the 1993 CAI-JING WENTI YANJIU 
[STUDIES OF FINANCIAL-ECONOMIC QUES- 
TIONS] analyzed with data the level of social develop- 
ment in coastal open cities, planned single-list cities, and 
particularly large cities. In many indices Shanghai and 
Guangzhou took the lead. Of the two, the article pointed 
out, Shanghai held the balance in the development of 
living conditions and the development of science and 
education; in line with the degree of coordination in 
social development, of the coastal open cities only 
Shanghai and Guangzhou are 0 ()category of cities that 
lack coordination in differing degrees). These are none- 
conomic factors. Some people think that, for the building 
of a great internationalized metropolis, there must be a 
high content of metropolitan culture. Shanghai, as a 
representative of the “sea faction,”” has a marine culture 
and also a blend of native and foreign cultures. 
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In his talk on his southern tour, Comrade Deng Xiaoping 
said: “In talented people, technology, and management, 
Shanghai has clear superiorities which radiate over a 
wide area. Looking back, my big mistake was, when 
setting up four special economic zones, not to add 
Shanghai. If I had done so, the situation now in the 
Chang Jiang Delta, in the entire Chang Jiang Valley, and 
even in the entire country with regard to reform and 
opening up to the outside world would be different.” 
These sincere words and earnest wishes greatly enlight- 
ened us. Actually, since the central authorities and State 
Council announced the development and opening up to 
the outside world of Pudong, in one year a new situation 
in reform and opening up to the outside world appeared 
in the entire country. People think that the focal point of 
reform and opening up to the outside world has already 
moved north and east, and Shanghai plays a leading role 
in this. In the past year the enthusiasm of foreign 
businessmen for investing in Pudong has risen rapidly, 
and some major probjects that other cities seldom see 
have been attracted to it. This shows, from another 
angle, that Shangai, in moving to become a great inter- 
nationalized metropolis, really possesses favorable con- 
ditions that are difficult to attain. 


However, on the other hand, does Shanghai have restric- 
tive factors? It looks as if it has some noteworthy places 
in this respect. For example, in Shanghai the proportion 
of state-owned enterprises and the proportion of com- 
mand plans were large, and its ownership structure and 
operating mechanisms were not as flexible as those of 
some other provinces and autonomous regions. Also, for 
examp!z, Shanghai is an old industrial base, and much of 
the equipment in its enterprises is outmoded; thus it has 
a heavy task in innovation and transiormation. Again, 
for example, Shanghai is an old city and its population 
density is first in the entire country; its infrastructure 
and public utilities are backward, and it is difficult to do 
away with the old and set up the new. Whatever one 
thinks, to a certain degree Shanghai suffers from the 
world epidemic of “big city illness,” and to effect a 
radical cure and switch it to a benign cycle is not 
something that can be done in one day. Furthermore, 
Shanghai is not an isolated island, but is connected to the 
surrounding and further distant regional and local econ- 
omies; and under the traditional system of separation of 
“branch and piece,” it is very difficult to smooth out the 
relations between each other. In the past there was an 
experiment in setting up a “Shanghai Economic Zone,” 
which came to a premature end and left behind lessons 
that should be heeded. Furthermore, the development of 
the regional economies was unbalanced, and Shanghai’s 
economy radiated throughout China. Faced with the 
pluralism of economic and technological development 
(prosperous cities and poor rural areas), the gaps 
between regions are widening, not shrinking, and their. 
co itradictions and poundings cannot be underesti- 
mated. Still other people think that, speaking of the 
present situation, in market development, bringing cap- 
ital in through exports, infrastructure, and the promo- 
tion of reform, Shanghai still has places that are not all 
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that could be wished for. In them are the barriers to 
building Shanghai into a great internationalized metrop- 
olis, and in them are also the potential for doing so; we 
must be adept at handling them, and promote their 
transformation. 


Thoughts on Measures for Moving Toward a Great 
Internationalized Metropolis 


Proceeding from the current international situation, the 
global situation, and Shanghai’s reality, the relevant 
departments have rules and many scholars have sugges- 
tions on how Shanghai should move toward becoming a 
great internationalized metropolis. Here we provide the 
ideas of some individuals. 


—Change our thinking. This is something everybody 
thinks about, and it seems that the people of Shanghai, 
who face new tasks, should think about it a little more. 
After the contest between ‘“‘shrewdness’’ and 
““wisdom”’ is basically settled, there will be the ques- 
tion of how “Shanghai people” can be changed to 
“international people.” This entails striving to stand 
taller, see farther, internally keep the whole city in 
mind and externally look to the world, base ourselves 
on the contemporary, leap over the century, and face 
the future. To change think’ng we must emancipate 
minds and break with outmoded concepts. The result 
will be to obtain a large number of “international 
people,” not only leading cadres but including the 
broad masses of mental workers. Without this contin- 
gent there cannot be the internationalization of a city. 


—Deepen reform. In building a great internationalized 
metropolis, the economic system and operating mech- 
anisms must also move toward internationalization. 
Compared with the reform in other regions and cities 
in China, this will demand a higher level of reform. 
Specifically speaking, if one cannot be satisfied with 
the ordinary market economy system, one should take 
the modern market economy as the pattern and link it 
with international practice. For example, in culti- 
vating and perfecting the market system, we ought to 
make many forms of the financial market the hub and 
blend in with the international financial markets. 
Looking at the stock exhange markets, Shanghai’s is 
ahead of the rest domestically, but internationally it is 
in the initial stage. If reform is done well, there is hope 
for the transformation of the entire economy. 


—Expand opening up to the outside world. In building a 
great internationalized metropolis, opening up to the 
outside world is “the nose of the ox,” and in it 
Shanghai must be ahead of the other regions and 
cities. In this aspect Shanghai must fully assimilate the 
successful experiences of the Shenzhen Special Eco- 
nomic Zone. But it must not just transplant and copy 
them; rather it must make a breakthrough and blaze 
new trails in this respect. This not only depends on 
special preferential treatment policies; there must be 
overall arrangements. Some people think that, after 
China “returns to GATT,” perhaps there will be a 
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certain plan for the entire city, and perhaps there will 
be a certain sequence for all areas. Shanghai, whether 
it can reach the position ahead of all others or reach 
the position in one bound, will become GATT’s exper- 
imental zone for the entire country and be the best 
precedent for opening up to the outside world. 


—Build an urban ring. Building Shanghai into a great 
internationalized metropolis not only is Shanghai’s 
affair but is also the entire country’s affair, first of all 
the area surrounding Shanghai and the area Shanghai 
radiates to. Shanghai not only must work hard but 
must also depend upon the entire country’s and the 
relevant regions’ working together for a common goal. 
Therefore, handling well the relations between 
Shanghai and other regions and building an urban ring 
with Shanghai as its center, should, as soon as pos- 
sible, be put on our daily agenda and action should be 
taken as quickly zs possible. The degree of difficulty in 
this work stems from the traditional system of sepa- 
rating “branch and piece.”’ Therefore, it is impossible 
to both depend upon traditional measures and to be 
scientific. Provided we display the power of the 
market economy, we can break through all sorts of 
spatial barriers and on the basis of mutual benefit and 
mutual aid reconstitute regional coordination. 


—Spiritual civilization. In reform and opening up to the 
outside world, spiritual civilization is an important 
matter about which the masses of people are extremely 
concerned; in the building of a great internationalized 
metropolis, it is also something that people worry 
about. Therefore, we must certainly grasp it firmly, as 
early as possible making a big effort to prevent the 
multipication and spread of all sorts of ugly phe- 
nomena. Only in this way can there appear in the 
Orient a socialist great internationalized metropolis— 
Shanghai—the civilized style and features of which 
make it strive to win universal esteem. 


Building a great internationalized metropolis is a grand 
piece of systems engineering; it requires a comprehen- 
sive plan and will be gradually achieved after several 
decades of struggle. ““Change”’ is always a process, and 
must be achieved step by step, making clear at each stage 
the specific objective and corresponding measure. This 
is a component part of China’s entire cause of modern- 
ization. Modernization and internationalization comple- 
ment each other and run parallel. For a certain period in 
the future, the internationalization of Shanghai can be 
accelerated, but it will only be a step and not the final 
realization. We hope that Shanghai’s modernization will 
advance a step, and with internationalization be mutu- 
ally promoted and mutually helped, and advance in 
synchronization with internationalization, so that in the 
end Shanghai is built into a modernized great interna- 
tionalized metropolis! 
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Sichuan Nonfarming Peasants Increase Income 


94CE0007C Chengdu SICHUAN RIBAO in Chinese 
22 Aug 93 p 1 


[Summary] In 1993 the secondary and tertiary industries 
in rural areas of Sichuan Province are developing rap- 
idly, and the cash income of peasants engaged in nona- 
gricultural industries is increasing. 


According to a provincial survey of 5,500 rural house- 
hold in 55 counties: In the first half of 1993 average cash 
income for peasants engaged in the secondary and ter- 
tiary industries was 85.35 yuan, an increase of 14.85 
yuan, or 21.1 percent over the same period in 1992. 
Income from secondary and tertiary industries of town 
and township enterprises was 36.46 yuan, an increase of 
5.62 yuan, or 18.2 percent over the same period in 1992. 


FINANCE, BANKING 


Limitations of Stocks as Means of Financing 


93CE0832A Beijing JINRONG SHIBAO in Chinese 
12 Aug 93 p 4 


[Article by Lin Yifu (2651 3015 1133) and Shen Minggao 
(3088 2494 7559): “Limitations of Stocks as a Direct 
Means of Financing at Present”—Excerpted from JIN- 
RONG YANJIU] 


[Text] Financing through issuance of stocks is a direct 
financing method as distinguished from indirect 
financing through banks. It is viewed as a major function 
of the shareholding system and a significant way to 
reform our financial system and even to promote enter- 
prise reform and invigorate state-owned big and 
medium-sized enterprises. Undoubtedly, direct 
financing by issuing stocks is of prime importance for 
diversifying financing methods and enlivening financial 
activities. However, in view of the limitations due to 
existing external conditions and the imperfection of our 
present legal system, we must have a full understanding 
of the effectiveness as well as risks of this financing 
method so as to make clear the direction we should 
choose in reforming our financing system. 


With regard to China’s economic reform, a lot of work 
has been done to restructure the economy, starting with 
reform of the traditional centrally planned economic 
system. However, the work of market-oriented reform 
has been far from thorough. This is apparent mainly in 
two aspects: price control and protection of enterprises. 
Due to price control policy, some enterprises have suf- 
fered losses; others have reaped profits. For this reason, 
we cannot simply use an enterprise’s profit or loss as a 
standard to judge the performance of its managerial 
personnel. Meanwhile, the protective ramparts of state- 
owned big and medium-sized enterprises make it diffi- 
cult for outsiders, including newly established enter- 
prises, to enter the same fields of operations as these 
state-owned enterprises and to exert competitive pres- 
sure on them. Such being the case, it is very difficult to 
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objectively and fairly judge the performance of an enter- 
prise by its market share, and there is no objective 
standard to guide the flow of funds. 


In the absence of market competition and without an 
objective, concise, and clear-cut standard to judge their 
performance, it is hard to effectively restrain the activi- 
ties of enterprise managerial personnel. Since there is no 
sound supervisory and restraint system, managerial per- 
sonnel of shareholding enterprises may gain too much 
power and run enterprises according to their own goals 
and preference. With respect to investment in stocks, 
abnormal market development and insufficient informa- 
tion have added to the costs and risks of investment. 
First, because of imperfect laws, regulations, and rules, 
plus insufficient information and unfair competition, 
investors can hardly make correct judgments just on 
their own knowledge and experience. In actuality, indi- 
vidual shareholders can only follow the steps of others to 
make their investment decisions. Second, theoretically, 
shareholders can oversee the performance of enterprise 
managerial personnel to ensure that the enterprises are 
making maximum profits. But since the share possessed 
by each shareholder is very small due to the scattering of 
share ownership, either an individual shareholder 
cannot influence enterprise managerial personnel at all, 
or if it is possible to influence them, the cost of the 
required supervision is bound to be high—so high that it 
even outweighs the increase in revenue brought about by 
effective supervision. Supervision of managerial per- 
sonnel by the board of directors has become a matter of 
formality because the performance of these personnel 
cannot be judged by the market share enjoyed by the 
enterprise. So the board of directors is, in reality, an 
Organization in name only. From the standpoint of 
scattered individual shareholders, the dividends on their 
stocks are uncertain and unpredictable, and what is 
appealing is the price disparity in stock transfers. 
Accordingly, stock transactions have become abnormal 
in the absence of a sound market competition system. 
What people are after is no longer the dividends distrib- 
uted by stock-issuing enterprises, but the price disparity 
in buying and selling stocks. The latter, with no direct 
relationship over the efficiency of enterprise operations, 
causes funds to flow without following an objective 
guideline. Since stock prices are not based on enterprise 
profits as a material foundation, they are like swelling 
bubbles, which will eventually burst and vanish. When 
an economic boom is anticipated, people are swayed by 
an overly optimistic sentiment. Jacked up by share- 
holders, stock prices will soar, giving people a false 
impression that if they buy stocks, they are sure to make 
money. On the other hand, when people are skeptical 
about economic prospects, the stock market will crash, 
and nose-diving stock prices will inflict a heavy loss on 
the shareholders. Another problem is that shareholders’ 
go-with-the-tide psychology will add to the fluctuation of 
the stock market. With excessive speculative activities 
on the stock market, the rise and fall of stock prices no 
longer play a positive role in guiding the flow of funds, 
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but constitute a factor ieading to a “malignant change” 
in the economic development process. 


As a matter of fact, speculative stock transactions aimed 
at seeking profits from price disparity is a “zero-sum 
game.” The so-called “zero-sum game” means a game 
that has both winners and losers. The winners and losers 
are equal in number, and the total of what is won plus 
what is lost is zero. This is the case of stock transactions 
driven by speculation. Amid stock price fluctuations, the 
real winners are those selling their stocks when the 
market prices are going up, while the losers are those who 
have bought stocks when the market prices are high and 
who have either sold or still possess the stocks when the 
market prices have fallen below their original buying 
prices. If it is said that appropriate speculation can help 
invigorate the stock market and increase social wealth, 
then excessive speculation should be regarded as a catas- 
trophe among economic activities. 


A basic characteristic of using stocks as a direct financing 
method is that all investors share the risks involved in 
investment. In general, the risks undertaken by an 
investor should be commensurate with the revenue he 
earns. This is true when there is sufficient competition 
on the market and information is open to the public. If 
the market is subject to man-made interference and 
information is distorted, the risk-revenue commensura- 
tion may be disrupted. That is to say, those taking a 
higher risk may not be able to get a better revenue. The 
primary reason for the lack of commensuration between 
risks and revenue is the increased expenses of transac- 
tions caused by the unhealthy market condition and 
system. Under such circumstances, using stocks directly 
for financing purposes will spread the risks of investment 
over a number of individual shareholders. In China, 
since the wage income is relatively low, people do not 
have much money to invest. Because of the high 
expenses of stock transactions, an individual cannot 
invest in several enterprises at the same time. To an 
individual shareholder, this means that he cannot diver- 
sify his investment risks. Moreover, his investable 
money may come from the surplus funds after he has 
defrayed various expenses, or it may be from that part of 
money that he has set aside for future expenses or even 
for necessary immediate disbursements. Such money has 
a very weak reproductive ability and takes a relatively 
long time to accumulate. Since the loss and gain of this 
money may directly affect his living standard, the indi- 
vidual shareholder is rather incapable of standing the 
risks involved in investment. Given such a situation with 
respect to the investable money and risk-bearing ability, 
failure in investment will not only affect the investor’s 
expected consumption level, but may also have an 
impact on his current living standard, and consequently 
the stability of society. 


Tax Administration Enhances Tax Collection 


93CE0862A Beijing ZHONGGUO SHUIWU BAO 
in Chinese 30 Aug 93 p 3 


[Report: “The State Tax Administration Issues Measures 
To Strengthen Tax Collection and Management”] 
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[Text] In order to implement CPC Central Committee 
Document No. 6 and State Council Document No. 51 as 
well as the spirit of the national conference of tax bureau 
directors, to promote the management of tax affairs in 
accordance with the law, to rectify taxation order, to 
strengthen tax collection and management, to reduce 
tax-revenue losses as much as possible, and to strive to 
overfill, to a greater extent, the targets of industry and 
commerce tax revenues, the State Tax Administration 
has issued the following measures: 


1. Conscientiously Implement the Tax Collection and 
Management Law. 


The Tax Coilection and Management Law of the Peo- 
ple’s Republic of China (hereafter referred to as the 
Collection and Management Law) officially came into 
effect on 1 January this year, and is China’s first tax- 
collection procedural law. The various regulations that it 
has established are the basic norms governing tax collec- 
tion and management, and constitute the code of con- 
duct for both tax collectors and payers. The tax agencies 
at all levels must scrupulously act in accordance with the 
law, so as to impose norms on the conducts of both tax 
collectors and payers and to continuously improve tax 
collection and management standards. The rules on 
implementing the Collection and Management Law and 
the regulations on invoices will soon be promulgated by 
the State Council. Exploiting this opportunity, the State 
Tax Administration will issue a series of supporting rules 
and regulations on tax collection and management; the 
localities should immediately implement these rules and 
regulations and reexamine the local laws, regulations, 
and regulatory documents on tax collection and manage- 
ment formulated previously. At the same time, it is 
necessary to conduct, in a profound and protracted way, 
propaganda and education about the Collection and 
Management Law and the relevant laws and regulations, 
entering such work into the plans for spreading law in the 
Second Five-Year Plan, in order to raise society’s “rule 
of law” consciousness and to gradually establish a good 
environment for tax management. This year, the locali- 
ties should conduct a serious round of examination of 
the implementation of the Collection and Management 
Law, in conjunction with the implementation of Central 
Committee Document No. 6 and State Council Docu- 
ment No. 51. 


2. Clean Up Unauthorized Tax Breaks. 


In accordance with the spirit of Central Committee 
Document No.6 and State Council Document No. 51, it 
is necessary to seriously clean up unauthorized tax 
breaks in order to strictly enforce tax laws and disci- 
plines and rectify the taxation system. To that end, the 
localities should conduct a round of overall clean-up of 
the rules made in recent years and especially since 1991 
by local governments, agencies, and tax agencies through 
exceeding the authority given by the State Council, 
Finance Ministry, and State Tax Administration—rules 
which granted unauthorized tax breaks as well as reduc- 
tions or exemptions concerning the “two funds.” The 
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State Tax Administration has established the Office on 
Cleaning Up Unauthorized 7ax Breaks, and will sent 
work teams to exercise supervision at the localities. The 
localities should also make corresponding personnel 
arrangements, do a good job of carrying out this work in 
accordance with the planning made at the July national 
conference of tax bureau directors, and make timely 
reports on the : results of the cleaning-up to the State Tax 


3. Repiace Aii Tax identification Papers. 


Beginning in «.c fourth quarter of this year, there will be 
registration anc rep!acemen: of identification papers for 
enterprises of a categorics and individual business 
operators (a!! taxpayers excep. those who have acquired 
unanticipated taxab!c income or who have engaged in 
unanticipated ealies activities as well as those who pay 
individual income-adjustment tax or vehicle and vessel 
use taxes) nationwide. Through replacing the identifica- 
tion papers, identify those not yet under regulatory 
supervision, anc «xpos* tax evasions, so as have a 
comprehensive gras; the situation regarding tax 
sources. On tha! bass. establish a system of regular 
contacts with such agencies as industry and commerce 
administration agencies, perfect tax registration and 
management, and truly strengthen effective supervision 
Over tax-payers. 


4. Effectively enhance invoice regulation. 


As imporiant business certification documents, invoices 
have always been an important means used by tax 
agencies to exercise taxation-related monitoring and 
supervision, and lawless elements have also often used 
invoices aS means in criminal activities. The lax regula- 
tion of invoices and the backwardness of the methods of 
invoice regulation, in addition to the increasingly ram- 
pant illegal and criminal! activities of forging and selling 
invoices, have seriously disrupted normal taxation 
order, economic order, and even social order, arousing 
extensive attention from alli sectors of society. In order to 
suppress such illegal and criminal activities, the State 
Tax Administration will cooperate with public security 
and procuratoria! agencies, courts, and other relevant 
agencies, in carrying out a special campaign to crack 
down on bogus invoices. The localities should continue 
to do a good job of regulating invoices, improve mea- 
sures to guard against bogus invoices, actively carry out 
education about identifying bogus invoices, continu- 
ously enhance the capacity to fight bogus invoices, and 
wipe out, as much as possibie, the soil from which 
“bogus invoices” grow 


5. Achieve closer interagency cooperation, and establish 
and perfect the system of taxation-related judicial protec- 
tion. 


With the establishment of the system of socialist market 
economy, the status and role of taxation are becoming 
ever more important, and taxation has, at the same time, 
become the focus of various conflicts between different 
interests. Various tax-related crimes have become ever 
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more serious. In order to maintain the state's tax reve 
nues, many tax workers are often subjeciec to insulu: 
threats, and beating, some have even sacrificed their 
lives. Therefore, it is necessary to further the all- 
dimensional cooperation with public security and proc- 
uratorial agencies and courts, make vigorous effort to 
establish and perfect the system of taxation-relaicc uc. 
cial protection, and crack down on tax-related cnmes. ' 
is necessary to strengthen the tax inspection offices 
established widely at the localities, siavilize ihe existing 
taxation-security police stations, and actively carry cut 


trial operations of taxation courts, so as 10 facilitate the 
handling of taxation-related cases. At the same ‘ime, ine 
localities should do a vigorous job of handling big anc 
major cases, and should, with regard to © bot-spo. 
problems relating to taxation-related crimes <. (he .oca: 
ities, conduct focused work so as to a cuieve ore: 


throughs in some selected cases of tax evasion, fi fraud, 
and resistance, publicly handing out punishments to 
achieve deterring effects. 


6. Conscientiously implement the system of deiegaiced 
withholding and payment. 


Using the practice of delegated withholding and pay- 
ment to collect revenues from taxes which are character- 
ized by scattered tax sources and small amounts and over 
which it is difficult for collection and re Ew forces 
to exercise overall control and management has been 
proved by China’s practice of tax collection anc man- 
agement to be, and recognized internationally as, tne 
most effective method. Therefore, it is necessary to 
continue to conscientiously do a good job of carrying out 
delegated withholding and payment in regard to the 
individual income-adjustment tax, individual income 
tax, and local taxes. It is necessary to explain to the 
agencies and units concerned the significance of the 
withholding and payment, and clarify the withhoiding 
and paying units’ duties, rights, and responsibilities, in 
order to win their support and cooperation. At the same 
time, it is necessary to have clear rewards and punish- 
ments. In accordance with regulations, it is necessary to 
timely pay processing fees to and commend those with 
withholding and payment duties who have always 
reported on and handed over tax payments on time. it is 
necessary, in accordance with the law, to order those who 
have failed to perform their delegated withholding and 
payment obligations to deliver the tax payments which 
should have been withheld but which have not been 
withheld; it is necessary, in accordance with the law, to 
take enforcement measures against those who hav«: 
refused to make scheduled payments. 


7. Adjust the quotas in a rational and overall manner, so as 
to ensure the implementation of the policy cf “achieving 
an increase of two percentage poin‘s.” 


After the State Council adopted the policy of achieving 
an increase of two percentage points in the rate of 
business tax on “merchandise retailing” and “other food 
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catering businesses,” most regions have carried out ener- 
getic propaganda and done a conscientious job of imple- 
mentation, resulting in a good situation regarding the 
implementation. But, a small number of regions have 
been moving slowly and have yet to fully implement the 
policy. Therefore, all those who have not yet fully 
implemented the policy should step up the work of 
app! ying the adjustment policy to every business, so as to 
ensure the effective implementation of the policy; and no 
diluting of the policy is allowed. 


8. Strictly enforce the system of delayed payment fines, 
and strictly forbid nonpayment of taxes and withholding 
texes. 


This year, witn the rapid economic growth, investment 
demanc has become excessively large, and the situation 
regarding tunds 1s getting tight; as a result, the phenom- 
enon of triangle debts is on the rise again, and the 
problem of enterprises’ delaying t?x payments and 
banks’ withholding tax funds have :cemerged and are 
getting increasingly serious. Tax agencies at all ievels 
must strictly enforce the system of delayed payment 
fines in accordance with the Collection and Management 
Law, should not grant reductions in or exemptions from 
delaved payment fines, should resolutely clean up prob- 
lems of unpaid taxes, and should, at the same time, 
cooperate with the banks in ensuring that the state coffer 
timely gets tax revenues. The State Tax Administration 
will issue documents on issues of strictly enforcing the 
system of delayed payment fines, of cleaning up prob- 
lems of unpaid taxes, and of resolving the problem of 
banks’ withholding tax funds; the localities should can- 
scientiously implement the ¢~cuments. 


9. Continue to do several important jobs regarding tax 
coliection and management in a satisfactory manner. 


Strengthening the collection and management of the 
individual business operator tax, strengthening the man- 
agement of export-related tax refunds, strengthening the 
collection and management of taxes imposed on foreign- 
financed enterprises and foreign enterprises, and doing a 
good job of collecting and managing the individual 
income-adjustment tax are the four key aspects of this 
year’s work on tax collection and management. The Siate 
Tax Administration has issued separate documents. 
Those documents are in line with the State Council 
document’s spirit of strengthening macroeconomic reg- 
ulation and control and the call made by leading com- 
rades of the State Council for strengthening tax collec- 
tion and management, and therefore must be 
conscientiously implemented. 


Improve the collection and management of the indi- 
viduai business operator tax. There shouid be special 
inspection of the collection of the individual business 
operator tax in conjunction with the major tax inspec- 
tions this year. Promote management through inspec- 
tions, actively explore scientific methods of category- 
based management, and focus on doing a good jcb of 
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setting up accounts and systems. In view of the wide- 
spread phenomena of inaccurate determination of the 
amounis Oo! taxes imposed on sma.l- and medium-sized 
operators and of low tax burdens on those operators, 
raise the quotas in an active and steady manner. At the 
same time, it is necessary to conduct frequent analysis of 
the progress in collecting the individual business oper- 
ator tax, and adop. timely measures when problems are 
discovered, so as to ensure the accomplishment of the 25 
billion yuan task and to strive to exceed the target. 


Enhance the management of export-reiated tax refunds. 
Continue to do a good job of impiementing the spirit of 
the national conference on the work on export-related 
tax refunds. Further perfect the methods for using and 
managing special tax receipts, and make extensive effort 
to do 2 good job of conducting computenzed manage- 
ment of export-reiaied tax refunds, su as to prevent and 
eliminate loopholes; urge the localities to conscientiously 
try to do a geod job of investigating and handling tax 
fraud cases. 


Conscientiously carry out the fight against tax evasion. 
The iccalities should conscientiously :mpiement the Pro- 
visions for Exercising Control Over Taxes Relating to 
Business Contacts Between Related Enterprises in accor- 
dance with the planning made at the national conference 
of tax bureau directors in May, focus on doing well the 
inspection work, and do an effective, good job of col- 
lecting and managing the individual income-adjustment 
tax. The localities should enhance leadership, strengthen 
the tax co.iection and management forces, pay attention 
to keeping a grasp of changes in tax sources, keep control 
over the situation regarding big households and tax- 
payers with very high incomes, and strengthen delegated 
withholding and payments, so as to ensure the comple- 
tion of the individual income-adjustment tax task. At the 
same time, it is necessary to continue to do a good job of 
managing the work of irial points concerning the 
reporting of individual taxabie income. 


10. Carry out the major tax inspections. 


According to the decisior by the State Council, this 
year’s major tax and financial inspections will start 
earlier, that is, in August, and be concluded by the end of 
the year. The nationa! conference of tax bureau directors 
in July made relevant planning. The localities should 
clearly understand the great significance of conducting 
the major tax inspections under the current situation 
characterized by the effort to implement the Central 
Committee and State Council documents, take the ini- 
tiative in contacting local major-inspection offices, and 
make overall personnel arrangements. It is necessary to 
send work teams to the lower levels to give guidance and 
urging on the basis of taking into account the scope and 
focus of relevant inspections. It 1s necessary to seriously 
dea! with the problems discovered in accordance with 
the Collection and Management Law. The cases consti- 
tuting crimes should be handed over to judicial author- 
ities so as to look into criminal responsibilities; “substi- 
tuting makeup payments for fines” and “substituting 
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fines for imprisonment,” that is, only asking those 
responsible not to commit the relevant acts again, should 
never be allowed. Furthermore, it is necessary to actively 
study ways of integrating major inspections with routine 
inspections, so as to standardize tax inspections. 


11. Further promote mass activities of tax cooperation and 
of ensuring tax collections. 


Conducting taxation propaganda in a profound and 
extensive manner and maintaining the state’s tax reve- 
nues with the help of social forces are a valuable experi- 
ence accumulated through taxation work over a long 
time and are indispensable in the process of establishing 
a socialist market economy. The localities should con- 
tinuously consolidate and develop the results of the 
masses’ effort to provide tax cooperation and to protect 
tax revenues, closely rely on the urban and rural grass- 
roots organizations of mass autonomy, and provide 
guidance so that tax cooperation and tax revenue pro- 
tection can move toward being carried out in an orga- 
nizeu, standardized way. Especially, when the masses’ 
reports 1 major cases of tax evasion and fraud are 
found to be true, the informers should be rewarded, and 
the rewards should be given immediately. The State Tax 
Administration will formulate methods of rewarding 
informers on the basis of summing up the localities’ 
experience in accordance with the law. 


12. Accelerate col!. tion and management reforms. 


Collection and n. .nagement reforms are a systems engi- 
neering project v’ ich embodies the spirit of the Collec- 
tion and Management Law and which introduces multi- 
dimensional, multilink, and multilayered supervision so 
as to effectively prevent tax revenue losses. Currently, it 
is necessary to strictly enforce rules on tax-payer 
reporting and enhance tax inspections on the basis of 
perfecting and standardizing the separate collection and 
management model. At the same time, it is necessary to 
accelerate the introduction of computers into manage- 
ment. Especially, after the introduction of the system of 
separate taxation, it is first of all necessary to gradually 
link up enterprises with the relevant regulatory agencies 
in the taxation system, so as to be directly informed of 
the tax-payment situations concerning key products and 
large enterprises. County- and city-level units should use 
microcomputers for handling tax collection on a wide- 
spread basis. 


13. Enhance the training of cadres, and raise the standar* 
of law enforcement. 


Presently, China’s economic system is in a period of 
transition; new situations and problems occur continu- 
ally, and many are situations and problems that we have 
never met or seldom met. Our current knowledge and 
experience are no longer fully adequate to meeting the 
new requirements on taxation management under the 
situation of market economy. Therefore, it is necessary 
to enhance the training of cadres. The urgent task for 
now is to do a good job of carrying out training focused 
on the Collection and Management Law, the “two sets of 
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rules,” and the relevant knowledge about market 
economy, so that every tax worker will become conver- 
sant with the various powers, authorities, responsibili- 
ties, and procedures concerning tax collection and man- 
agement as stipulated by law. The localities should do a 
good job of running training courses in view of the need 
of actual work. It is particularly necessary to pay atten- 
tion to rationally deploying front-line personnel and to 
have such personnel receive training on separate occa- 
sions so that the personnel can achieve knowledge 
renewal, thereby making the knowledge structure more 
proper and improving the standard of law enforcement. 


Sluggish B Share Markets; Remedial Measures 


93CE0809 Hong Kong KUANG-CHIAO CHING 
[WIDE ANGLE] in Chinese No 250, 16 Jul 93 pp 92,95 


[Text] Devaluation of the Renminbi Hurt China’s B 
Shares 


China’s B shares fell steadily to a fatal low on the 
Shenzhen and Shanghai exchanges in the wake of the 
plummeting renminbi [RMB]. Following the near failure 
of Wanke Enterprises to fulfill subscriptions for B shares, 
Jintian Industries was only able to fill 71 percent of the 
subscriptions for its B shares, suffering the greatest 
subscription failure among mainland enterprises 
offering new stock. Moreover, the Fieyada Company’s B 
shares, recently put on the market, set a record in that 
they were not traded at all for the first three days. On the 
same day, Wanke Enterprises’ B shares plummeted 
below their initial listing price on the Shenzhen 
exchange, hitting 76 cents per share on 11 June 1993, a 
suprising drop of 44 percent from the initial listing price 
of $1.36. At present, dark clouds hover over China’s B 
share market, the future of which has become a topic of 
great interest to foreign financial investors. 


The B Share Market: From heady growth to a fatal fall, 
China’s B shares are regarded as preferred renminbi 
stock on the mainland. Type B shares are issued by the 
enterprises concerned after receiving approval from gov- 
ernment administrative departments. They are specially 
marketed to foreign investors living both inside China 
and abroad and are purchased by both legal and natural 
persons from Hong Kong, Macao, Taiwan, and other 
countries and regions. Initially, B shares were quoted in 
renminbi, while subscriptions and s..cs were cleared in 
foreign currency. B share sales on the Shenzhen market 
are cleared in Hong Kong dollars, with the Hong Kong 
dollar-RMB exchange rate calculated on the previous 
month’s closing rate for the Hong Kong dollar at the 
Shenzhen rate adjustment center. B shares on the 
Shanghai market are cleared in U.S. dollars, with the 
dollar-RMB exchange rate calculated based on the pre- 
vious week’s weighted dail} closing average for U.S. 
dollars at the Shanghai foreign exchange adjustment 
center. However, beginning at the end of March 1993, B 
share prices on both the Shenzhen and Shanghai 
exchanges were quoted in U.S. dollars, and beginning on 
28 June, B share prices on the Shenzhen market have 








JPRS-CAR-93-074 
7 October 1993 


been quoted, exchanged, and cleared in Hong Kong 
dollars. The reason for this is that the majority of 
investors in B shares on the Shenzhen market come form 
the Hong Kong region, and it would be a major incon- 
venience for these investors to buy and sell B shares 
using U.S. dollars. 


At one time, China’s B shares were acclaimed by foreign 
investors as the ‘star of the future’ on the Chinese 
market. In February :992, Shanghai’s Zhenkong Electric 
Appliances Company Limited and the China Soy chern 
Glass Company Limited listed their B shares on the 
Shanghai and Shenzhen exchanges. Six other % shares 
followed them by listing on the Shenzhen exchange. 
Undoubtedly, the market emergence of China’s B shares 
ushered in new opportunities for foreigners to invest in 
China. Deng Xiaoping, the grand architect of China’s 
reforms and opening up, made a timely visit to Guang- 
dong during this period, and China’s economy entered a 
phase of robust growth. Many favorable elements played 
a role in precipitating the rise of B shares, which enjoyed 
particularly heady days in Shenzhen. By the beginning of 
May 1992, the B share index on the Shenzhen exchange 
had risen about 140 percent compared to the beginning 
of the year. 


The Direction of the ‘China Fund’ 


The early performance of China’s B shares, together with 
the vigorous growth of the Chinese economy, led to the 
establishment of a succession of China funds in Hong 
Kong, the United States, Canada, and other regions. 
Based on incomplete statistics, approximately 17 China 
funds worth about $700 million were set up with the 
approval of the Hong Kong securities supervisory office 
in 1992. Adding the other China funds that were estab- 
lished, the total number is around 35, with about $17.7 
billion in capital. China funds mainly invest in Hong 
Kong’s ‘conceptually Chinese stock’ and B shares, as well 
as directly investing in mainland enterprises. It is gener- 
ally estimated that about 20 percent of China fund 
capital is invested in B shares, while some, like the China 
fund velonging to the Xinhongji Trust Fund, have at one 
time invested up to 70 percent of their capital in B 
shares. 


Lamentably, B shares enjoyed only a brief moment of 
glory. After May 1992, B shares began to tumble, slip- 
ping quite badly in July and August of 1992, a period 
when seven B shares went on the market within a month 
of each other in Shanghai. The timing was so close, with 
three of these shares hitting the market on the same day, 
tliat the majority of the B shares were issued by large 
enterprises raising large amounts of capital. The average 
amount raised by each of the B shares was over 450 
million renminbi, which was 550 percent more than the 
- average amount raised by Shenzhen’s B shares, and the 
profit ratio was 1,820 percent, which was much higher 
than the 850 percent for Shenzhen’s B shares. For these 
reasons, supply of B shares in Shanghai soon exceeded 
demand, and many of the shares fell to new price lows 
right after appearing on the market. Looking at the 
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August 1992 Shanghai B share index, the highest price 
within the year was 93 points, the lowest was 57 points, 
and at the close of the year the price was 66 points. After 
enjoying rapid growth in April of 1992, Shenzhen’s B 
shares went through technical adjustments in June and 
July, and then fell severely in the wake of the flurry of 
new stock offerings in August in Shenzhen. Looking at 
the October 1992 Shenzhen B share index, the highest 
price within the year was 140 points, the lowest was 105 
points, and at the close of the year the price was 112 
points. Overall, Shenzhen’s B shares greatly outper- 
formed those of Shanghai in 1992. Based on the year-end 
prices of Shenzhen’s B shares, we see that, except for 
Shenbao Industries, they all closed at prices double or 
higher than their original offering prices, while in 
Shanghai only the Dazhong Auto Rental B share failed to 
fall below its original offering price. 


Looking at 1993, China’s B shares showed signs of a 
comeback. On 28 February 1993, the Shanghai B share 
index rose to a high of 96 points, while on 8 February the 
Shenzhen B share index rose to a high of 185 points. 
However, just as the B shares were making a comeback, 
they got hit by this year’s heavy and continuous renimbi 
devaluation and the B share stock market suffered a fatal 
blow. By 25 June, the Shanghai B share index listed at 56 
points and the Shenzhen B share index listed at 99 
points, quickly slipping more than 40 percent within 
four months. Currently, China’s B shares are at an 
historic low. 


Internal and External Problems Faced by the B Share 
Market 


China’s B share market development has been barely 
satisfactory, and of late it has suffered fatal blows. 
Causes are to be found in the mixture of changes in the 
objective external environment and deep, internal struc- 
tural imbalances, among other complex factors. 


Non-Standardized Issues and Structural Imbalances 


Looking at internal factors, we find clear inherent defi- 
ciencies and structural imbalances in the development of 
China’s B share market relating to issues, circulation, 
supervision, and other links. First of all, B share issues 
do not cover a broad enough territory and are not 
standardized. Currently, B share issues still cannot be 
done in the manner used for A shares, namely, public 
offerings. Instead, they are mainly offered througl: pri- 
vate parcel sales handled by specially designated ‘sales 
contract licensees’ located both inside China and abroad. 
Because the private parcel sales are restricted in scope, 
with the bulk of the sales going to Hong Kong institu- 
tional investors, B share investors occupy a fairly narrow 
slice of the investor strata. In July of last year, the B 
shares of the Shenbao Industries began to be sold 
through direct wire transfers. Although this helped to 
broaden the investor base, it has not fundamentally 
solved the problem. 
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Purchase and Sales Difficulties, A Multitude of 
Procedures, and Substantial Costs 


In addition, purchase and sales transactions are difficult, 
there are a multitude of procedures, and costs are sub- 
stantial. On the secondary market, B share purchases and 
sales must be conducted at the exchanges by specially 
licensed securities firms loc ted in China, while inves- 
tors abroad seeking to buy or sell B shares must commis- 
sion a specially licensed securities firm abroad, that in 
turn must commission one of the specially licensed 
securities firms in China to conduct the transaction. 
Because Shenzhen has yet to establish a centralized 
clearing system for B share transactions, the B share 
exchange bureau has had to commission the Shenzhen 
branches of the Hong Kong and Shanghai Banking 
Corporation, the Standard Chartered Bank, and Citicorp 
to conduct clearance work and carry out the T-plus-three 
system of stock exchanges, which means that the banks 
have three days from the date of the transaction to make 
final clearance on the transaction, and the person 
hoiding the stock has to wait until the fourth day after 
the transaction, or after the transaction has cleared, 
before he or she can again engage in stock transactions. 
Because of the multitude of links in stock circulation, 
on-the-spot investor transactions are fairly difficult. In 
addition, B share transaction costs are substantial. Using 
Shenzhen B shares as an example, each transaction will 
carry with it a cost of at least 1.2 percent of the value of 
the transaction. 


B Share and A Share Asymmetry 


Furthermore, B shares and A shares are asymmetrical. 
Although the same rights and obligations go with each of 
the two shares, numerous structural problems arise 
owing to the wide price disparities between the two types 
of stock. For example, when mainland companies offer 
shares on the market, most of them set the offering price 
of A shares slightly low in order to attract investors. 
Recently, when Southern Glass made a shave offering, 
one of the largest stockholders, the China Merchant’s 
Steam Navigation Company of Hong Kong, gave up over 
nine million B share offering rights in order to buy A 
shares. Thus, every time a company makes a stock 
offering, B shares are subjected to a heavy downward 
push. 


Supervisory Authorities Must Conduct Deep-Level 
Structural Reforms 


In addition, because the B share market is in its infancy 
and still imperfect with regard to transparency, the 
accounting system, legal guarantees, and the supervisory 
system, many problems still exist. All of this has had an 
impact on investor confidence. Recently, Gao Xiqing 
[7559 6007 1987] of the issues department of the China 
Securities Supervision and Administration Commission 
indicated that the problems that have surfaced to date in 
China’s B share market involve basic issues that are not 
amenable to resolution via any single policy measure. 
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This shows that China’s supervisory authorities are 
aware of the deep-level structural problems in the B 
share market. 


Companies Offering Stock on the Hong Kong Market 
Have Created Over 500 Billion Yuan of Investment on 
the Mainland 


Undoubtedly, changes in the objective external environ- 
ment have also been a mojor factor in the slump of B 
shares. This has played out primarily in ways as 
explained below. 


First, the growing tide of Hong Kong investment in 
‘conceptually Chinese stock’ and the rising number of 
stocks controlled by mainland Chinese money have 
caught the attention of institutional investors. After 
Deng Xiaoping made his southern tour at the beginning 
of last year, China’s effort at opening up to the outside 
world expanded from the coastal region to include the 
“watercourse regions’ and the ‘inner regions.’ This led to 
a so-called multidirectional spirit of opening up, and 
territories subject to opening up grew to include real 
estate, retail sales, and other such tertiary industry and 
infrastructural areas. 


Droves of companies offering shares on the Hong Kong 
market led to a tide of investment in the mainland. It is 
said that there ate now about 180 companies listed on 
the Hong Kong market with investments of more than 
500 billion yuan in more than 800 different mainland 
items. In fact, the Hong Kong stock market has already 
become driven by events in China. In addition, ever 
since 1990 when the Zhongxin Group completely bought 
out Taifu Development, a succession of China-invested 
enterprises have offered their stock on the Hong Kong 
market. Since last year, a steady stream of large enter- 
prises have also listed on the Hong Kong market, and 
stocks controlled by mainland China money (meaning 
the stock of publicly listed companies at 30 percent or 
greater controlling interest of which is held by mainland 
Chinese capital) have quicky boosted the Hong Kong 
stock market. A considerable portion of the investment 
and/or business of both conceptually Chinese stock and 
mainland Chinese controlled stock is devoted to main- 
land development, thereby benefitting from the robust 
growth of the Chinese economy. In this regard, these 
shares are similar to B shares. Yet, comparing the Hong 
Kong stock market to the Shenzhen and Shanghai B 
share markets, we find that the former is much more 
developed and presents much fewer risks from the stand- 
point of a system, procedures for accurate account 
reports, transparency, and supervision. Wang Weixian 
[3769 0251 6343}, a high level advisor to the Hong Kong 
company Ye-ts’un International Ltd., points out that if 
international investors can directly purchase the shares 
of major Chinese enterprises in a securities market as 
complete as the one in Hong Kong, what need would 
they have to buy B shares in China? Thus, the impor- 
tance of China’s B shares is anticipated to drop. Li 
Jianzhong [2621 1696 0022], manager of the Xinhongji 
Trust Fund, also points out that the China fund 
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belonging to Xinhongji made a rule that no more than 15 
percent of its capital could be invested in the Hong Kong 
stock market. This restriction has now been lifted, and 
the fund’s B share investments, at one time accounting 
for up to 70 percent of its capital portfolio, have 
decreased to as low as 30 percent, while its investments 
in the Hong Kong stock market will increase to 30 or 40 


percent. 


Second, the serious devz uation of the renminbi has hurt 
the B shares. Since the beginning of last year, the value of 
the renminbi, when adjusted to foreign exchange, has 
continued to drop. At the beginning of this year, ‘he 
exchange rate had fallen to eight renminbi ‘o the dollar, 
and at the beginning of June, after China announced that 
it would release foreign exchange adjustment price limits 
on the renminbi, the renminb; fell to 11 to the dollar, 
and we have yet to see signs of a comeback. The huge 
depreciation of the renminbi greatly increased the 
exchange rate risks for B shares. Early on, B share 
transactions in Shenzhen and Shanghai were pegged to 
the renminbi, while prices at the foreign exchange adjust- 
ment center were used to convert accounts over to Hong 
Kong or U.S. dollars. At first, with the massive rerminbi 
depreciation, investor profits from selling B shares after 
its price had risen were eroded, which directly impacted 
the upward momentum of the share price. Later; Shen- 
zhen and Shanghai both changed over to using the U.S. 
dollar as the price-reporting currency for share transac- 
tions, which also affected B share prices from a profit 
standpoint in that while B shares would enjoy a rising 
profit ratio, dividend and interest receipts would drop 
due to the use of foreign exchange for account closings. 
One may say that the huge depreciation of the renminbi 
hastened the fall of B shares. 


Where Does China’s B Share Market Go From Here? 


With internal structural imbalances in the market, with 
the fervor for conceptually Chinese stock, with the surge 
of mainland Chinese controlled stock sales on the Hong 
Kong market, and with the massive depreciation of the 
renminbi all hurting B shares, the prospects for future 
developments in the Chinese B share market indeed 
merit concern. Currently, market pundits hold two 
sharply divergent views on the matter. B Shares Will 
Become Extinct 


One view that questions the prospects for future devel- 
opments in the Chinese B share market is held by 
persons such as Cai Guanghua [5591 0342 5478], head 
of investments for the Yongsheng Management Com- 
pany, who feels that the current limits on B share issues, 
the fact that most of the stock is held by funds, and the 
fact that sales transactions are flat, bodes poorly for B 
share circulation. As domestic enterprises continue to 
show up on stock rnarkets outside of the mainland, B 
shares will come up short compared to companies listed 
on outside markets, regardless of whether one speaks 
from the standpoint of transaction efficiency or supervi- 
sion. Thus, one can anticipate a continual decline in 
demand for B shares. In addition, once the renminbi 
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officially becomes a freely convertible currency, the 
distinction between A and B shares will be less signifi- 
cant, and in the long term there is the possibility that B 
shares will become extinct. In other words, the prospects 
for development of China’s B shares are dim. 


There are market pundits, however, who feel that the 
long term prospects for B share development cannot be 
overlooked. Hong Shaolun [3163 1421 0243], vice- 
chairman of the Credit Suisse Securities Management 
Company, feels that domestic enterprises are now 
steadily going outside of China to list their stock because 
the B share market has not been able to satisfy their 
capital accumulation needs and has been forced to adopt 
stopgap measures. In the long run, the Chinese govern- 
ment remains hopeful of developing its domestic stock 
market, and once reforms in the domestic financial 
system are perfected, the state will spur on development 
of the B share market. He points out that, aside from the 
hope of attracting foreign capital, China’s goal in devel- 
oping the B share market is to thereby prevent domestic 
enterprises from being controlled by foreign capital. 
Thus, after the renminbi becomes freely convertible, the 
A and B share system will be preserved. Remedial 
Measures For the B Share Market 


In fact, the Shenzhen and Shanghai exchanges have both 
recently taken a series of measures to improve the B 
share market. In Shanghai, primary measures have been: 
1) Gn 9 April of this year, a central registration and 
clearing company was set up that began operating under 
the registration and clearing system deemed of authori- 
tative standard by the G-30 group of the International 
Securities and Exchange Commission. This has led to 
savings of 20 to 30 percent on clearance and payment 
costs and it will lead the U.S. Securities and Exchange 
Commission to formally approve U.S. fund investments 
in China’s B shares, which will have a direct, positive 
influence on the exchange and investment quantity of B 
shares. 2) Twenty-three specially licensed sales firms 
from outside of China have been allowed to set up 
special B share chairs on the exchange. On 3 June 1993, 
Yifu Securities entered the market as the first of the 
specially licensed sales firms. This will help cut through 
the red tape. In Shenzhen, they have already set about 
revising B share control rules to allow for private parcel 
sales and public solicitation of stockholders, as well as to 
allow for registration and preparation of the stock pro- 
spectus in Hong Kong. Also, the authorities concerned 
plan to allow specially licensed sales firms from outside 
of China to participate in stock purchase and sales 
transaction, to directly carry out purchases and sales of 
quoted stocks, and to conduct stock purchases and sales 
two days after a transaction but before the formal 
exchange is complete. 


The Securities Commission of China’s State Council 
recently promulgated the ‘Seven B Share Regulations’ 
that are listed below to promote development of China’s 
B share market. 1) Keep domestic markets as the base, 
gradually make the efforts at opening up to the outside 
more internationalized, and let the B share become a 
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primary form of China’s attempts to open up to the 
outside and a primary tool for attracting foreign capital. 
2) Improve the methods for issuing stock, and go beyond 
the use of strictly private methods. 3) Improve exchange 
methods and the market sites, and make it more conve- 
nient for second-tier agencies to conduct exchanges. 4) 
Encourage domestic securities firms to set up organiza- 
tions abroad, apd at the same time, attract foreign 
capital to set uo joint venture securities organizations 
and accounting firms. 5) Expand pilot projects and 
encourage quality enterprises in other provinces and 
cities to conduct test issues of B shares. 6) Set about 
drafting fairly effective methods of B share administra- 
tion. 7) Finally, strengthen the work done to make 
announcements and disclose irformation. 


How About Up the B Share Market to 


I am confident that, if all of the measures mentioned 
above were adopted and implemented, it would help 
improve the B share market to a certain degree; yet there 
are many in China and abroad who now feel that on of 
the keys to solving the problems of the B share market 
lies in opening it up to domestic residents, a measure 
that wouid quickly energize the B share market and 
substantially broaden the investor base. Recently, Gao 
Xiqing, head of the issues department of the China 
Securities Supervision and Administration Commission, 
indicated on one occasion that, when B shares are made 
available to China’s residents, it will help in the devel- 
oprient of the B share market. Currently, departments 
concerned are making comprehensive studies on this 
type of issue to determine the future direction of B share 
development. Generally speaking, if the Chinese author- 
ities concerned can open up the B share market to 
domestic residents, and if the renminbi stops falling and 
begins to rise again, China’s B shares may very well be 
reborn. 


Financing ‘Craze’ Affects Economic Order 


93CE0805A Hong Kong CHIU-SHIH NIEN-TAI [THE 
NINETIES] in Chinese No 8, 1 Aug 93 pp 42-45 


[Article by Chiang Tso-yu (5592 0155 0645) and Tung 
Te-hsu (5516 1779 2485): “Fund-Raising Craze Impacts 
Financial Order”] 


[Text] The spring of this year saw a craze for financing 


Since the spring of this year, a crazed wind has been 
sweeping across our divine land: financing. 
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In southern Jiangsu province, some enterprises have 
gone directly into the streets to raise funds publicly from 
society by setting up stalls or agencies. In some places 
such as Nanjing, it has not been only enterprises which 
engage in financing, but also such other units as organi- 
zations, groups and hospitals, etc., and this is spreading. 
For some time now, there has been a constant stream of 
people withdrawing their bank savings in order to join in 
financing. Experts from the People’s Bank of China 
report that all signs indicate the situation is out of 
control, and causing major disruption to financial mar- 
kets. 


On 16 April, mainland newspapers published an item 
from the NEW CHINA NEWS AGENCY [XINHUA]: 
the State Council’s circular calling for a definite end to 
reckless financing. The notice indicated that since last 
year, numerous localities, departments, enterprises, and 
institutes have violated China’s relevant regulations by 
practicing unauthorized financing, through such means 
as issuing bonds. Characterized by high interest rates 
and wide-ranging scope and issued in massive volume, 
this has become a very serious problem. At present, there 
is a tendency for further expansion of this sort of reckless 
financing, and if it is not a prompt end to it, in addition 
to disturbing the financial order it could lead to severe 
social problems. 


An Amazingly Huge Appetite for Financing 


Beginning this year, all the various kinds of financing 
have tended to be like “a situation of thousands of 
blooming flowers and millions of opening trees after one 
night’s spring wind.” Suddenly, a financing craze has 
spread over China. The financing is carried out not only 
by enterprise units, but also institutions, organizations, 
hospitals, and schools find their staff and workers 
joining in. What is more, even some locally operated 
companies, individual commercial firms, and individ- 
uals are joining in, with amazingly huge appetites. 


On 18 April, before it had accomplished its state- 
assigned bond subscription, the Xinjiang Uighur Auton- 
omous Region decided, without authorization, that the 
Xinjiang Hongyuan Trust and Investment Joint-Stock 
Corporation would go into society to make a public 
collection of 31.25 million individual stocks. Not only 
was this counter to regulated procedures, their offer to 
sell subscriptions among the public drew many people 
into the streets to queue up for rush purchases of ration 
coupons and black market purchases of these from 
brokers. 


In April, although the state gave its approval for the 
Shanghai Economic Planning Commission to issue 
Pudong construction bonds, these were issued at an 
interest rate 0.5 percent higher than the state bond rate. 


In April, the Jinan Creation Industrial Corporation of 
Shandong violated relevant regulations by covertly 
issuing to the public unauthorized stocks for the “prop- 
erty rights to the main building in the ‘nightless city’ 
complex.” 
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On 8 April, the Hebei Product Enterprise (Group) Cor- 
poration (formerly the Hebei Products Bureau) violated 
relevant regulations by entrusting the No 2 Office of the 
Construction Bank of Shijiazhuang and its attached 
saving banks to issue enterprise bonds of 20 million 
yuan, having a three year time limit and 12.3 percent 
interest. 


In February, the China Associated Industrial Investment 
& Development Corporation of Fujian, witi-vt the 
approval of the department responsible for securities, 
falsified its capital and credit in order to cheat investing 
masses, and made an unauthorized public issue of a 
“contract for special property rights in the Global Finan- 
cial Building, with five years principal and interest,” 
with an average profit rate of as much as 26.67 percent 
annually. 


There are other examples too numerous to mention, but 
they can be found everywhere. 


Advertised High Interest Can Be Fraudulent 


The current craze for financing has been commonly 
characterized by advertisements of high interest rates 
and excellent profits, in special attempts to find favor in 
the eyes of investors. The masses are eager to join when 
these financing advertisments are published. 


Around the middle of last year, the Beijing Great Wall 
Machinery & Electricity Corporation publicly collected 
funds throughout society in the name of “technical 
cooperation and development,” promising good benefits 
to investors at a “24 percent annual interest rate,” and 
the ability to “draw principal and interest at any time.” 
Within a few short months, there were as many as 
200,000 responses nationwide, with funds raised 
grossing about 834.2 million yuan, including individual 
investments of about 774 million yuan from society at 
large. It is reported that during the Asian Games the 
funds raised from individuals nationwide grossed just 
over 600 million. While financing on such a scale by an 
enterprise organized by local people had never before 
been seen in China, what is even more amazing is that 
this activity was done without the approval of the 
People’s Bank of China. 


It was also reported that a rural woman fraudulently 
collected 3.05 million yuan over a six year period. That 
was Yu Wanzhen [0151 8001 3791] who was originally 
sentenced by the Chongqing Municipal Intermediate 
People’s Court at the end of 1992, a peasant woman with 
only two years of elementary school education. But this 
ordinary peasant woman had done something earthshak- 
ing: during the six years from 1985 to June 1991, under 
the guise of building a factory, with a high interest rate as 
the bait, she fraudulently raised a total of over 3.05 
million yuan, with a gross sum of more than 9.30 million 
yuan involved. In this exceptionally large case of an 
“underground bank” in China, there were 674 people 
who participated in the investment, of which one-third 
were organizational cadres, teachers, doctors, and bank 
personnel. Meanwhile, the receipts which Yu Wanzhen 
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gave them were actually written by freehand without any 
specimen seal impression, just a receipt for a loan; some 
of these receipts for loans were even written by a third 
grade primary school pupil. The investigation showed 
that even some powerful cadres in a credit cooperative, 
lured by her high interest rates, deposited more than | 
million yuan in “Yu’s bank.” 


The More the Approvals, the Greater the Loss of 
Control 


Experts from the People’s Bank of China say that among 
the reasons for the rise of this financing in our society are 
as follows: (1) Multiple approvals. In some places, fund- 
raising requires governmental approval, while some 
other localities require approval from responsible 
departments as well. In addition, some places permit 
fund-raising without any approval at all. (2) The amount 
of fund-raising is out of control. Looked at from the 
standpoint of a single enterprise, many enterprises have 
broken through the regulation that “the amount of funds 
raised cannot exceed the net total capital of the enter- 
prise”; from the standpoint of the whole society, the 
amount of fund-raising has broken through the regulated 
index. (3) Unregulated activities. The main thrust of 
fund-raising should be productive enterprises, but at 
present all trades throughout the entire society are car- 
rying out fund-raising. Some of these distribute fund- 
raising announcements; some of them just write a 
receipt, giving a fund-raising certificate; some of them 
collecting funds across regions; and some of them carry 
out entrusted fund-raising. (4) Interest rates are too high, 
with one year term interest rates of 15 to 25 percent, and 
some even higher. 


For the above-mentioned reasons, fund-raising in our 
society is extremely strong and vital. Especially lured by 
high interest rates, people one by one have “gone to sea”’ 
to join the line of investors, some people trying hard to 
find relatives and friends to squeeze them into the 
queue. This has added fuel to the flame in our society, 
making the flame hotter and hotter, and causing a strong 
craze this past spring. 


High Interest Financing Must Bring Risks 


Societal fund-raising may be a miraculous cure for 
enterprise units or institutes which have to collect money 
to resolve their “hungry and thirsty” capital shortages. 
Using high interest rates is really a good way to make 
money and get rich, and, generally speaking, it will 
definitely make money. But there is nothing absolute in 
the world. It is said that bad always comes with good, 
with gain comes loss. So, who is getting fat during this 
current craze? And who is losing weight? 


How to appraise this raging fire of a financing craze? 
First of all, let’s look at the experts’ evaluations! The 
experts from the People’s Bank of China make it clear 
that: raising funds via high interest rates is in violation of 
financial laws, and it would be impossible to realize such 
high profits from any kind of productive investment. 
Financial experts maintain that there is no way that 
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enterprises can absorb such high interest rates. What will 
they then do? What must happen is that enterprises will 
transfer their capital costs into production costs, and this 
will definitely bring rises in prices. Actually, the investor 
for profit will discount greatly. Because the investment 
direction for societal fund-raising is not restricted by 
state banks, its production and circulation are not 
restricted by the state’s industrial policy either. There- 
fore, it must affect the implementation of national! 
industrial policies and adjustment of the product mix, 
resulting in a low level of reconstruction. Once financing 
fails to return the money collected, it will cause socia! 
problems as well. 


Banks Are Short of Money, Finances Are in Disorder 


Capital is the “blood” of a deveioping economy; it can 
never be separated from enterprises’ production and 
operations. From the beginning oj this year, the shortage 
of capital was reflected throughout! the nation. On one 
hand, enterprises are hungry and waiting to be fed, while 
on the other hand, banks are short of money for credit 
and loans. So enterprises turned internally and towards 
society to raise funds, and were noi hesitant to draw 
capital from society by offering interest rates which were 
several times higher than what the banks were offering. 
This has led to a national financing craze, making 
rapidly decreasing bank deposits an increasingly 
common occurrence. The sales of national bonds was 
unsuccessful after their issuance, but ail other kinds of 
financing flourished, very much like the old, dynastic 
situation of “thousands and millions of families are 
doing laundry in the moonlight of Changan.” Altnough it 
is insane, this finance tide has had some positive aspects 
in that it has promoted the direct blending of capital and 
has reduced the pressure on state-owned banks to supply 
capital. But due to its lacking perfected regulations and 
controls, it is easy to tell that it has gotten far from the 
banks’ credit and loan scale, has reversed the credit and 
loan policy of the state-owned banks, and brought dis- 
order to the financial market. 


‘e + 


On 12 January, a financia! war erupted in Bianxi County 
in Hebei. All seven offices of the Agricultura! Bank of 
China in the county were in a capita! crisis, lacking the 
3.55 million yuan needed for cash pa its 
customers and to support loans. The reason for this was 
that their older customers drew out a great deal of cash, 
and there were very few new customers making deposits; 
meanwhile, the borrowers were just starting to realize 
profits, so it was difficult to collect short-term. loan 
repayments, and the municipai class banks iacked the 
power to allocate funds to the banks having shortages. 
This was due to massive withdrawals by their older 
depositors in order to make deposits in two rising capital 
organizations, the County Agricultura! Cooperative 
Fund Association and the County Economic Develop- 
ment Fund Association, with interest on deposits which 
were 0.6 li and 2.1 li higher than that of the state-owned 
banks for terms of half a year and five years, respectively. 
In the same county, the Jinxi Genera! Steel Plant, the 
Xingcheng Township Steel Rolling Plant, and some of 
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the county’s township enterprises raised over 12 million 
yuan by means of issuing enterprise bonds or selling 
shares at an interest rate more than twice that which the 
banks were offering. Confronted with this deposit 
drawing battle, the state-owned and local enterprises had 
to bring all their skills into play to win the finanical war. 


Banks Violated Regulations by Raising Their Interest 
Rates Competitively 


During the first part of March, two banks in Zhengzhou 
violated a succession of regulations to attract depositors 
by raising their interest rates competitively, and brought 
this competition to a white hot pitch. In just one day, the 
interest rate changed several times, with the interest rate 
varying even on the same day, at morning, noon and 
night. One morning, the Agricultural Bank of China in 
the city set the interest rate at iS perceni. At noon, the 
Industrial and Commercial Bank of China in the city 
advertised its own 15 percent rate; watching the Indus- 
trial! and Commercial Bank raise its interest rate, the 
Agricultural Bank raised its interest rate to 16 percent on 
large deposits in the afternoon, which the industrial anc 
Commercial Bank raised again to 16.5 percent. After 
that, each bank raised its interest rate in turn, with 
interest on savings even being advertised at 17 and !7.i 
percent. 


As we probe for the causes, we find the continuai 
improvernent of economic construction has created a 
steep demand from society for capital. This has not gone 
down during the off season, and has risen shapriy during 
peak periods. Although Zhengzhou has put 500 million 
yuan into the market, it still cannot meet the demand. 
Meanwhile, the higher interest rate stocks and bonds 
issued in society and the various kinds of financing 
activities inside work units has brought about a great 
distribution of capital. Because there has not been 
enough to go round, each bank has had to find ways of 
attracting deposits. One bank publicly anncunced at a 
meeting that anyone making a 20 million yuan, low 
interest deposit in the bank would be rewarded with an 
“Audi” automobile. 


Ask for Financial Capita!, Demand Money Earned by 
Herd Work 


On 20 March, a coupie of eye-catching siogans appeared 
in the streets of Bengbu, Anhui: “Ask for 1.28 million 
financial capital, demand money earned by hard toil,” 
attracting walkers especially. A search for the reasons 
reveais the following: back on | June 1988, Yang Jinlong 
[2799 6855 7893], who had worked for the institution for 
many years, waS appointed at a critical time to ithe 
position of Factory Director at the Bengbu Municipal 
Construction Materia! Decoration Plant. Faced with a 
situation of no capital, no production, no facilities, an 
outstanding 230,000 yuan loan with no way to get 
another loan, and no way to get funds allocated from 
financial departments for helping the factory, Yang 
decided to operate the factory through financing in 
society. With the approvai of the relevant responsible 








JPRS-CAR-93-074 
7 October 19923 


department, he advertised an interest rate of 3 percent 
monthiy, and had taken in over 69,000 yuan just two 
months later. With good management, a favorable turn- 
about prevented the plant from closing. 


The factory prospered, and investors could not he'o but 
be happy when they went on the 18th of each month to 
collect their interest. The news spread throughout the 
city. Some people tried to find ways to join in the 
financing through relatives and friends, which broke 
through the original limitation of trading only inside the 
plant’s own system. After conducting an interview at the 
plant, a reporter from the loca! radio station withdrew 
his 10,000 yuan in bank deposits and moved these funds 
to the plant’s financing. By 1989, the plant had raised 
over 479,000 yuan, and in 1990 this reached 960,000 
yuan. Even at the end of 199i, with the piant in 

ankruptcy, there were still people putting money into 
financing. At that time, the raised capital was up to !.28 
million yuan. 


However, “beautiful flowers do not bloom for long.” 
Due to the poor management of previous years, plus 
“natural and man-made calamities,” this good plant 
dropped into a deep abyss. Over 200 depositor families 
had to wait for one to two years to recover the money 
earned through hard work by several thousand peopie. 
Because of money, children accused their parents, some 
who had saved for medical care, some who had been 
waiting for the money to marry. There was a 73-year-old 
lady who had worked at boiling water all her life, 
working very hard to save 8,000 yuan, which became 
“like a clay ox entering the sea—never to be heard of 
again.” Starting at the end of 1991, a 53-year-old woman 
worker sold her blood every three months behind her 
family’s back in order to support her children and 
family, 


Let’s ook at what happened to Yang Jinlong’s family. In 
order to avoid injury, he usually could not go out without 
a disguise. His two daughters, ages 16 and 14, had to 
leave schoo! to work in a distant place, and even his 
seven year-old son dared not go to school. How could 
one not be moved by this situation? 


In “the case of Yu’s defaulted financing’ mentioned 
before, when the investors heard that Yu Wanzhen had 
been sentenced to life imprisonment, 191 of the 674 
invesiors were beating their breasts and stamping their 
feet, for they had lost a total of over 3 million yuan. 
Later, these people were forced to sell their homes or had 
their wages garnished, etc., in order to settle their debts. 
Of course, where there are losers there are always 
gainers. A cadre named Zhong [6988] invested 150,000 
yuan in capital, and upon withdrawal realized a profit of 
more than 200,000 yuan. There were 16 party cadres 
among the investors making big profits from lending 
money to Yu. 


Among all the types of fund-raising, some have violated 
regulations, some have been done recklessly without 
necessary conditions, and some were done by defaulting 
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to gain private profits. Therefore, people say that invest- 
ment must be a sericus decision. Who can dare say that 
fund-raising is just earning money but not losing it? 


Three Thoughts on Financial Reform 


The first thought: it is a matter of great urgency to 
deepen reform of the financial system. There is a saying 
that fiscal stability will bring national stability, and 
disorderly finances will bring national disorder. After an 
analysis of society’s financing craze, it is not difficult to 
see that tight capital is a reflection in financial circles of 
some outstanding contradictions brought on by eco- 
nomic development. It is imperative that we adjust the 
Original system and interest rate structure of the state- 
run banks, and the situation demands that we establish a 
financial system which is both regulated and vita.. This 
will keep enterprise and financial crises from being 
transformed into banking crises, and protect financiai 
markets from being disrupted 


The second thought: strengthen control of direct capital 
biending. The pressing matters of the moment is to puta 
stop reckless fund-raising, strengthen control of bond 
issuance, formulate as soon as possible regulations for 
strengthening control of fund-raising inside enterprises, 
and confirm the announced procedure for stocks and 
bonds (““Temporary Administrative Rules for Stock Issu- 
ance And Exchange” published recently by the State 
Council). Societal financing must suit relevant regula- 
tions and be approved by concerned departments, 
backed up by the force of a perfected legal system and 
market regulations. This wil] guard against disruption of 
financial markets and resulting greater social problems. 


The third thought: one thing which investors tend to 
expect from their investment is the absolute avoidance 
of reckless investment. No matter whether the financing 
is carried out in the form of issuing enterprise bonds or 
other titles, ail of these are loan actions. It is an unalter- 
able principle that loan actions repay both principal and 
interest upon expiration. Actually, financing which is 
carried out on a regulated scale is not a bad thing. But 
that which is toc crazy, unrealistically crazy, surpassing- 
regulations crazy, must be considered very carefully. As 
the saying goes, things develop in the opposite direction 
when they become extreme. When concerned experts 
evaluated this financing craze, they pointedly warned 
that if enterprises have no normal means of digesting 
high interest rates, they will be unable to protect inves- 
tors’ profits. Thus, all parties involved, whether inves- 
tors or fund-raisers, must carefully consider the fol- 
lowing when establishing the relationship: is the 
investment direction reliable? Can it realize capital 
profits? Is there a reliable basis for return of principal 
and interest? A comprehensive survey of this fund- 
raising craze shows that there are many fund-raisers and 
investors, and there is an especially large number of 
investors tempted by the clever inducements of fund- 
raisers. But only heaven knows if there will be profits! 
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INDUSTRY 


NORINCO Executive on Defense Conversion 


93CM0437A Hong Kong TZU CHING [BAUHINIA 
MAGAZINE] in Chinese No 8, 5 Aug 93 pp 44-47 


{Article by Ts’ai Yin-sheng (5475 1377 3932), Deputy 
Director, Sales and Marketing Bureau, NORINCO 
(North Industry Corporation): ““NORINCO’s Shift From 
Military to Civilian Production”) 


{Excerpts} Production of civilian goods has increased 
substantially following NORINCO’s shift from military 
to civilian production afier more than 10 years of efforts 
in that direction. The kinds of goods produced has 
increased greatly, and sales have increased year by year, 
1992 income from civilian goods reaching 24 times the 
1979 figure. Total earnings from sales of civilian goods 
as a percentage of tota! earnings rose from 9 percent in 
1979 to 70 percent in 1992 


Today a pattern of development into three lines, namely 
machinery, photoelectric equipment, and chemicals, in 
which motor vehicle production dominates, has taken 
preliminary shape. The number of premium and name 
brand products is steadily increasing, the product mix is 
gradually becoming more balanced, and economic 
returns are rising steadily 


[Passage omitted] 
Perseverance in Market Orientation 


The greatest difference between military and civilian 
production is that a classic planned economy model is 
followed for the production of military goods while 
everything is decided by the market in the production of 
civilian goods. Market demand alone guides the produc- 
tion of civilian goods. Therefore, in the development of 
civilian goods production, one must unequivocally 
follow a market orientation. This means that one must 
go to the market to find out what goods are wanted, and 
that one must make production decisions on the basis of 
market demand. Plans must change as the market 
changes, and enterprises have to find a way tc survive 
and develop in the midst of intense market competition. 
Production must be geared to sales, and production must 
drive sales. 


Using this principle of market orientation, we diligently 
analyzed both the international and the domestic 
market, particularly the domestic market, graduz ‘ly fash- 
ioning a strategy and an approach for civilian goods 
production. First, NORINCO’s production of civilian 
goods had to be coordinated with national economic 
development. Therefore, we developed a development 
orientation that served key construction projects in the 
national economy, that served vigorous development of 
the local government, that served to improve the peo- 
ple’s standard of living, and that served to expand 
exports. 
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In building the national economy, the main emphasis 
was on transportation and energy where a very great 
market exists. NORINCO is a multi-business industrial 
group based on machinery, photoelectric products, and 
chemicals. Thus, we established a civilian goods devel- 
opment strategy consisting of three lines, namely 
machinery, photoelectric products, and chemicals, in 
which the emphasis was on the production of motor 
vehicles. The production of transportation vehicles 
including automobiles, locomotives, and motorcycles 
was Our main emphasis. We organized more than 100 
concerns to make a strategic shift to the production of 
these several major kinds of products, and we concen- 
trated on these lines in adjusting our product mix. 


Mindful of the shortage of heavy duty and light vehicle 
production in China and our own production capabili- 
ties, we did not try to contend with the First Automobile 
Works or Second Automobile Works in the production 
of medium size trucks, nor did we try to compete with 
the Shanghai Automobile Manufacturing Company or 
the Beijing Automobile Manufacturing Company in the 
production of sedans. Instead, we concentrated on the 
production of minicars, heavy trucks, and luxury pas- 
senger cars, which were unfilled market niches, as well as 
on motorcycles for which there is very great market 
demand. 


During the past more than a decade, we invested heavily 
in motor vehicle, locomotive, and motorcycle projects, 
constructing production lines for the production of 
Jialing motorcycles, Jianshe motorcycles, Chang’an 
minicars, NORINCO-Benz Trucks, TEREX33 77-ton 
mining dump trucks, NORINCO-Niaopulan [phonetic] 
luxury passenger cars, railroad freight cars, and train 
axles. In 1992, the company produced 837,600 motor- 
cycles, 30,000 motor vehicles of various kinds, and more 
than 2,000 freight cars. Motorcar and railroad car sales 
earned 5.3 billion yuan, more than 80 percent of which 
was profit. The fine economic returns obtained from the 
production of vehicles made vehicles ihe most important 
civilian product that NORINCO produces, and it also 
made NORINCO a major supplier of transportation 
equipment in China. 


Active Deveiopment of rroducts Used by Both the Mili- 
tary and Civilian Sectors and Technology Compatible 
With Military and Civilian Applications 


NORINCO is unable to produce civilian ships, civilian 
machines, civilian satellites, or atomic energy power 
stations like other military ordnance enterprises, much 
less does it possess the advantage that the electronics 
industry enjoys in a natural combination of military and 
civilian technology. It was for this reason that 
NORINCO’s conversion from military to civilian pro- 
duction was more difficult than for other military ord- 
nance industries. Nevertheless, our production equip- 
ment is fairly sophisticated, the caliber of our pergonnel 
is fairly high, and after research and deveiopme, uch 
of our technology can be used in the civilian _ 


. 
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Therefore, in conversion from military to civilian pro- 
duction, we paid extremely close attention to the transfer 
to the civilian sector of products and technology used in 
the military sector, actively developing products and 
technology applicable to both sectors. 


Compatibility of military and civilian technology has a 
two-level meaning. First, it means production tech- 
niques used in both the military and civilian sectors such 
as hot processing and cold processing. We had to make 
fullest use of our production capabilities in the active 
development of products closely related to the produc- 
tion technology we possess. For example, we used our 
welding technology and hot processing capability to 
produce railroad cars, producing various kinds of rail- 
road tank cars. We used our optical glass smelting 
technology and cold processing equipment to produce 
eyeglass blanks and lenses. The other level of meaning of 
military and civilian technology compatibility is active 
expansion of the uses of specialized military ordnance 
technology for the production of civilian goods in market 
demand. We have scored definite achievements in this 
regard during the past decade. 


Vehicles cannot travel and boats cannot move on sandy 
beaches and in soggy marshes, but the marsh vehicle we 
developed acquits itself very well in such places. 


Exports of the scores of civilian hand guns, sports rifles, 
other rifles, and the ammunition they use that we devel- 
oped have increased over the years to become one of our 
major exports. 


We have also developed new types of construction 
materials fasteners, such as nail guns and nail cartridges, 
petroleum perforation bullets and the seismic charges 
that are used in seismic prospecting, hail dissipation 
rockets, and precipitation pellets for which market pros- 
pects are very good. 


The train axles we produce perform well and are of high 
quality. They have been well received by customers, and 
they have earned certification from America’s quality 
inspection authorities. The hydraulic mine jacks and 
hydraulic mine supports we produce, as well as the oil 
cylinders that we produce to various specifications, have 
been well received by customers. We have become the 
country’s main hydraulic jack production base. 


In the photoelectric field, we used military binocular 
technology to develop nearly 100 kinds of binoculars in 
market demand. Exports total 2 million a year, making 
us one of the small number of binocular producers in the 
worid. The laser range finders we produce are easy to use 
and highly accurate. The many kinds of medical diag- 
nostic machines we produce such as laser surgical knives, 
laser medical treatment devices, and laser point medical 
treatment devices are widely used by all medical treat- 
ment units for the benefit of the public. 


Additionally, we used modern military ordnance optics 
technology to develop infrared thermometers, infrared 
moisture devices, microwave observation mirrors, 
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microwave televisions, infrared warning systems, laser 
interferometers, laser fingerprint imagers, high-speed 
laser cameras, and many different kinds of fire preven- 
tion and robbery prevention television monitoring and 
warning systems. They are widely used in scientific 
laboratories, in industrial production, and by security 
and protection services. They show broad market pros- 
pects. 


In the chemical field, we turned our technology to 
advantage for the production of explosives used in 
civilian life. Specifically, we developed some high tech- 
nology, special purpose civilian explosives such as high 
temperature-tolerant explosives, high temperature and 
high pressure-tolerant industrial explosives for use in 
water, and waier-resistant explosives that are widely 
used in the oil extraction and mining industries. 


We imported sophisticated foreign technology to build 
China’s first TDI (the raw material for foam plastic) 
production line, which filled a gap in the nation’s tech- 
nology. Product quality is good and supply cannot keep 
up with demand. At the same time, we began series 
production of benzene and toluene derivatives. The 
aniline, nitrotoluene, diaminotoluene, and aminonaph- 
thalene sulfonic acid that we produce is well received in 
the market. 


In addition to the above three main series of chemical 
products, we also made use of our advantage of having 
produced chemicals for a long time and our large number 
of technicians to develop for civilian use adhesives and 
raw materials used to make pharmacevticals, and pesti- 
cides of high effectiveness and low residual toxicity, the 
better to serve the national economy and the people’s 
livelihood. 


A Good Job of Converting From the Military to the 
Civilian in Market Competition 


NORINCO has followed a tortuous course in switching 
from military to civilian production. Some projects 
succeeded; others failed. Some enterprises move ahead; 
others are languishing in a trough. These successes and 
failures made us realize that a good job of converting 
from military to civilian production is possible only 
through bold participation in market competition. 


1. We must start from a large market conception for the 
building of large modern industry. 


The shift from military to civilian production requires 
attention to certain key products, organizing production 
along big industry lines, getting into large markets, 
working to become the leader, and always maintaining a 
leading position in market competition. It requires a halt 
to fooling around with small scale, scattered, and hand- 
icraft industry style operations. 


We started late on Chang’an minicars and generators, 
and we did not invest a lot in them, but thanks to our 
steadfast work style of supreme confidence and arduous 
struggle, we became the best; our output, sales volume, 
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quality, and profits becoming the highest in the country 
in 1990. We succeeded in getting one-third of every- 
thing. 


The same was true for motorcycles. We started later than 
Shanghai and Jinan, but once we made up our mind, we 
concentrated investment to move ahead rapidly with 
giant strides. We organized our three main assembly 
plants: Jialing, Jianshe, and Luoyang, and we organized 
a few score firms to provide support. Once we got 
started, we achieved a fairly high market share. After 
many years of competition, output in 1993 exceeded 1 
million vehicles, making us the largest motorcycle pro- 
duction group in the country. We hold about 45 percent 
of the market share nationwide. For many years, the 
Jialing and Jianshe groups have held first place in the 
industry. 


Experience tells us that to win the right to speak out in 
the market, one must occupy a decisive position in the 
market. Only when one has such a position is it possible 
to make fairly high returns and to develop in a healthy 
fashion. 


2. To carve out a niche in the market, one must be a cut 
above others. Not only must turnover times be short and 
production lots be large, but the technical starting point 
for products must be high. Our strategy was to succeed 
through newness. Our civilian goods research and_devel- 
opment facilities were very weak, so we had to emanci- 
pate thinking to spend courageously on importing tech- 
nology. Not only did we import from abroad, but from 
elsewhere in China as well. Our factories brought in large 
numbers of personnel and skills from research and 
designing organizations in the mining, metallurgy, con- 
struction, petroleum, and railroad sectors. One of our 
machinery plants in Inner Mongolia imported from the 
railroad sector the production technology for freight cars 
meeting various specifications, and its product quality 
exceeded that of plants specializing in railway car pro- 
duction. Our Gaofeng Machinery Plant imported oil well 
fishing technology from a research institute in the petro- 
leum system, and the fishing gear it produced was very 
well received by the petroleum sector. The Gaofeng plant 
became the largest plant in the country specializing in 
this fishing gear. 


We concentrated on the importation of internationally 
advanced technology. We imported from developed 
countries including Japan, Germany, and the UK more 
than 100 technologies including those for Benz trucks, 
Niaopulan [phonetic] luxury tourist buses, concrete 
pumping trucks from Nizhi [phonetic] Company, TDI 
production technology from BASF Corporation, Audi 
mini-sedans, Suzuki minicars, and motorcycles from 
Yamaha and Honda in Japan. Most projects proved 
successful. Their products entered the market very 
quickly and gained a fairly high market share. Many 
have become premium name brand products. In addi- 
tion, these products have also become the products that 
bring the highest returns and produce foreign exchange 
from their export for NORINCO. 
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3. Succeeding with Quality. Quality is the life of prod- 
ucts. It is a laissez-passer for entry into markets. Quality 
must hold an important position in the development of 
civilian products. 

Quality first has always been the policy in military 
ordnance production. Close attention to quality is a 
glorious tradition in military ordnance production. We 
transplanted ordnance quality control into civilian 
product production, setting up a quality guarantee 
system, and drawing up civilian goods production 
quality control regulations. We imported a large quantity 
of sophisticated inspection equipment for the setting up 
of a national level motorcycle inspection station. The 
main corporation also sent quality inspection represen- 
tatives to each plant. As a result of these measures, 
civilian goods quality improved with each passing year. 


The main reason that Jialing and Jianshe motorcycles, 
Chang’an minicars, and Jiangling generators found favor 
with customers was maintenance of their quality at a 
high level for a long time. This satisfied the customers 
and put them at ease. These products were several times 
awarded national silver medals for premium quality. 
The Chang’an minicar was also several times com- 
mended as the car that chauffeurs like best. Railroad 
customers also universally praised our corporation’s 
railroad cars and train axles were for their fine quality, 
becoming run away best sellers. Production of quite a 
few products was organized to meet international stan- 
dards, and they receive quality and safety certification 
from developed countries such as the United States, 
Germany, and the UK. This created a fine climate for 
their entry into the international market. 


The servicing of products is an important part of civilian 
goods sales activity, and it is a concrete expression of the 
company’s desire to put the customer first. It is also an 
important means of opening markets and winning cus- 
tomers. For our main civilian product:, we set up a fairly 
complete service system and spare parts supply system 
throughout the country, and we did our very best to 
provide customers with quick and premium quality 
service. In 1991, we specially organized a technical 
service month during which we visited customers all 
over the country, provided advice, and made free 
repairs. This was very well received. 


4. Constant Improvement and Constant Updating 


Market competition is like sailing against the current. If 
you don’t go forward, you go backward. Maintaining an 
invincible position in markets means constantly coming 
out with new products and new designs. Technical 
transformation must also be done constantly. A single 
investment once and for all is not possible. Some of our 
products were the rage for a time throughout the country, 
but pretty soon they got into trouble because, first, 
product updating was slow, and second, technical trans- 
formation did not keep pace. 


In the motorcycle production process, we paid very great 
attention to weeding through the old to come out with 
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the new in an updating process. Now we have produced 
nearly 40 different models having a displacement of 50, 
60, 70, 80, 90, 125, 145, 150, and 250 cc to satisfy the 
needs of different customers at different levels. We make 
10 different products having a 50 cc displacement, and 
virtually ever year a new product comes out. 


On the other hand, inability to satisfy a fairly high 
market share gained for a time produces a sense of peril 
and a feeling of crisis. One must fix one’s gaze on 
competitors, watch market changes all the time, and 
watch one’s own shortcomings, steadily investing, 
steadily conducting technical transformation, and 
steadily moving ahead to ensure steady rise in both 
quantity and quality. 


TRANSPORTATION 


Guangzhou Opens Air Route to Lianyungang 


OW2809041793 Beijing XINHUA in English 
0334 GMT 28 Sep 93 


[Text] Guangzhou, September 28 (XINHUA)— 
Guangzhou, capital of south China’s Guangdong Prov- 
ince, today opened an air route to Lianyungang, a port 
city in Jiangsu Province. 


This is the second route opened by the China South 
Airline Company to link Guangzhou with -east coast 
cities. 

The first air route between Guangzhou and Qinhua- 
ngdao, a port city in Hebei Province, opened to service 
on September 19. 


So far the company has opened 157 air routes. 


A company official said that there will be two Boeing 737 
return flights a week on the new 1,550-kilometer air 
route. 


AGRICULTURE 


Protection of Agricultural Environment Urged 


93CE0843A Hong Kong CHING CHI TAO PAO 
(ECONOMIC REPORTER) in Chinese No 28, 
19 Jul 93 pp 20-21 


[Article by Hong Kong CHING CHI TAO PAO corre- 
spondent Yao Jianfu: “Deputy Minister of Agriculture 
Hong Fuzeng Comments on Strengthening Protection of 
Agricultural Environment” 


[Text] The current Deputy Minister of Agriculture Hong 
Fuzeng studied in the Department of Agriculture of the 
Fudan University and graduated from the Shenyang 
Agricultural College. He was the Director of the Jilin 
Provincial Academy of Agriculture. He was appointed 
Deputy Minister of Agriculture four years ago. He is also 
Vice Chairman of the Central Committee of the Jiusan 
Society and one of the democratic party members to 
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assume a ministerial post. Concurrently, he is also pres- 
ident of the Agricultura! Science Society. 


The 20th anniversary of “World Environment Day” fell 
on 5 June 1993. The writer of this article recently visited 
Deputy Minister Hong on issues concerning environ- 
mental protection for agriculture in China. 


Developments in Agricultural Environment Protection 


Writer: Please talk about the situation in China’s envi- 
ronment protection for agriculture. 


Hong: The theme for this year’s “World Environment 
Day” is “Poverty and Environment: Breaking the 
Vicious Circle.” China is a developing nation. To protect 
and improve agricultural environment while developing 
economy and becoming well-to-do is of great signifi- 
cance in ensuring sustained and steady development in 
agriculture. In recent years, China has scored achieve- 
ments in environmental protection. They are mainly 
reflected as follows: 


—Legislative development. In recent years, the Ministry 
of Agriculture had drafted or enacted laws and statutes 
including the “Law for Land Management”’, the “Law 
of Grasslands”, the “Fishery law”, the “Regulations 
for Developing and Protecting Aquatic Resources”, 
the “Provisions On Safety and Use of Pesticide”, the 
“Regulations on Monitoring Agricultural Environ- 
ment”, the “Water Quality Standards for Farm Irriga- 
tion”, the “Standards for Control of Urban Garbage 
for Use in Farming”, and the “Maximum Permissible 
Density of Atmospheric Pollutants for Crop Protec- 
tion.” 


—Monitoring and Surveying of Agricultural Environ- 
ment. For more than ten years, the Ministry of Agri- 
culture has investigated the environmental quality in 
areas where sewage is being used for irrigation, the 
extent of pollution in major fishing grounds in the 
ocean, the situation in pesticide contamination and 
the degree of environmental pollution by rural enter- 
prises in the whole country. 


—Development of Ecological Agriculture and Green 
Food. One thousand centers to carry out experiments 
in the development of ecological agriculture at the 
village, township and county levels have been built 
throughout China. In recent years, China bas devel- 
oped, produced and exported a large amount of “green 
food” and promulgated the “Interim Provisions for 
Labels Used on Green Food.” A total of 389 varieties 
of foodstuff have been labelled as “green food.” Free 
from chemical additives, this kind of food is extremely 
popular among consumers at home and abroad. 


—Protection of Grasslands. After China promulgated 
the Law of Grasslands, 11 provinces and regions have 
worked out local provisions for the administration of 
grasslands. By the end of 1992, China had preserved 
800 million mu of artificial and improved pasture. In 
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order to protect grass species and ecological environ- 
ment, it has established 11 nature reserves for pasture. 


—lInitial Results Have Been Attained in Environmental 
Protection by Rural Enterprises. 


—Rural Energy Development. Some 150 million 
farming households are using firewood or coal-saving 
stoves, and the use of marsh gas, solar energy, wind 
mills and mini-hydropower stations are being popu- 
larized, saving 80 million tons of standard coal each 

. year. Grain stalks have been removed from 5.3 million 
mu of farmland to grow crops. Each year, China has 
reduced the lease of 70 billion cubic meters of carbon 
dioxide and 800 million cubic meters of sulfur dioxide 
into the air. It is able to produce 1.2 billion cubic 
meters of marsh gas each year, providing enough 
energy to be used by 20 million people for a period of 
eight months. 


Grim Current Situation in Environmental Protection for 
Agricultural Resources 


Writer: As seen from the actual emergence of serious 
pollution, is the situation grim in protecting China’s 
environment for agricultural resources prior to the year 
2000? 


Hong: Faced with the challenge and problems in pro- 
tecting agricultural resources and environment, the situ- 
ation is quite grim. We must solve some of the serious 
problems by raising our awareness of environmental 
protection, adopting technical means, providing more 
funds and strengthening legislation. The main issues at 
present are as follows: 


—The area of arable land is shrinking, and the environ- 
ment worsening. Right now, China’s total area of 
arable land is 1.44 billion mu with a per-capita figure 
of 1.3 mu. The-total area of arable land was reduced by 
8.7 million mu in 1991 and 11 million mu in 1992. 
While the total area of arable land is shrinking, the 
environment is also deteriorating. A large amount of 
unprocessed “three wastes” from the industry and 
garbage from the cities have been poured into the 
farmland. As much as !0 million hectares of farmland 
have been polluted, losing 12 billion kg of grain each 
year. 


—Grassland resources are being exhausted. The total 
area of China’s grasslands is 6 billion mu, accounting 
for 40 percent of its territory. China’s livestock 
breeding on its grasslands is still predatory in nature. 
It remains in the stage of using grass as a natural 
forage. Land reclamation is not being actively carried 
out. One-third of the grasslands are sandy, degener- 
ated and alkaline to a serious extent. The output of 
grasses has dropped by 30 to 50 percent. In the past 25 
years, the area of desert land was expanded by 1,560 
square km per year. This situation is even more 
serious in areas where farming and livestock breeding 
intersect. 
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—Resources in marine fishery are strained, and the 
quality of ocean water is deteriorating. There is an 
excessive utilization of aquatic resources in the ocean, 
and the situation is getting worse and worse. The main 
resources and fishing grounds in coastal waters and in 
the open sea, particularly in the Bohai Sea, the Yellow 
Sea and East China Sea are seriously degenerating. 
There are problems with the excessively large fishing 
capability of China’s own fishing fleet as well as 
problems caused by illegal operations by neighboring 
nations in China’s territorial waters. The quality of 
water in the marine fishing zones is deteriorating; red 
tides often occur. Each year, as much as 200,000 tons 
of fish, shrimp and shellfish meet sudden death. 


—Rural enterprises have caused serious pollution in 
some areas. Each year, rural enterprises in the whole 
country release 1.83 billion tons of industrial waste 
water, 1,220 billion cubic meters of waste gas and 115 
million tons of waste solids. The amount of “three 
wastes” released by rural enterprises only accounts for 
10 percent of those in the whole nation. However, 
these enterprises are close to the farming area. They 
easily cause direct pollution to agriculture. Such pol- 
lution is relatively serious in some areas. 


—Environmental issue in agriculture caused by chemi- 
cals. China used 29.302 million tons of chemical 
fertilizers and 220,000 tons of pesticide in 1992. 
Improper or excessive use of chemical fertilizer and 
pesticide pollute farm products. Each year, China uses 
800,000 tons of plastic films for farming. When 
broken pieces of plastic films remain on the ground, 
they prevent crops from taking roots and germinating, 
and cause “white pollution.” 


Countermeasures To Be Taken 


Writer: What kind of countermeasures and methods will 
the Ministry of Agriculture adopt in dealing with the 
aforementioned serious problems? 


Hong: First of all, we must deepen our understanding on 
the issue of protecting agricultural resources and envi- 
ronment. Only by helping the entire society enhance its 
sense of urgency in improving the environment will it be 
possible to effectively tackle the existing problems in 
pollution, control new sources of pollution that may crop 
up, and energetically create a good ecological environ- 
ment. Specifically we must carry out the following tasks: 


—Strengthen legislation in the protection of environ- 
ment for agriculture, and safeguard peasants’ legiti- 
mate rights and interests in agriculture. 


—Establish a system in appraising the environmental 
impact on the development of agricultural resources. 


—Set up 50 plots in China to carry out experiments in 
promoting ecological agriculture, and regard the 
development of ecological agriculture as an important 
task in promoting agriculture in a sustained and steady 
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way. This also constitutes a follow-up action in imple- 
menting the guidelines laid down by the U.N. Confer- 
ence on Environment and Development. 


—Strengthen protection of natural resources and living 
things for agriculture in varied ways. We must set up 
natural reserves for agriculture, networks for moni- 
toring natural resources and ecological developments 
for agriculture, and periodically issue bulletins on 
natural resources and ecological conditions. 


—Help rural enterprises strengthen their work in car- 
rying out environmenta! protection. 


Feelings About Becoming a Democrat-Turned Deputy 
Minister 


Writer: Please talk about your feelings on becoming a 
democrat-turned official with a deputy ministerial rank. 


Hong: A democrat-turned official with a deputy minis- 
terial rank is not different from one who is a CPC 
member. I was the one who presided over and delivered 
a report on behalf of the Ministry of Agriculture at the 
press conference to mark the “World Environment 
Day.” On behalf of the Ministry of Agriculture, I also 
attend various important meetings sponsored by the 
State Council; lead delegations to visit foreign countries; 
and make decisions to perform my duties within the 
ministry. 


After I graduated from college, I did research work in 
agro-sciences in Jilin Province for more than 30 years. 
After becoming the deputy minister of agriculture, I was 
also in charge of various departments in science and 
technology, education and agriculture, environment and 
energy. I used what I had studied in college. My training 
and practical experience laid a good foundation for my 
current job. However, in view of the socialist market 
economy, there are many new things I have to learn and 
new problems that I need to tackle. 


I was born in Nanjing, Jiangsu. Graduating from the 
Suzhou Middle School, I studicd in the Department of 
Agriculture of the Fudan University in Shanghai for 
three years. Thus, I understand the extensive and metic- 
ulous farming and livestock breeding in south China. I 
also worked for a long time in the black soil plain in 
north China. Therefore, I am familiar with mechanized 
farming and livestock breeding and scientific and tech- 
nical developments in this connection in North China. 
In addition, I majored in agricultural science, and 
devoted a great deal of time to the study of forage grasses 
and feed on the grasslands. It should be said that I have 
familiarized myself with many branches in agriculture. I 
am also the president of the Agricultural Science Society. 
This greatly helps me in doing my current job. Naturally, 
science and technology are developing rapidly; what I 
have learned is always not enough. Concepts must 
change, while knowledge must be improved. I still need 
to exert strenuous efforts in this regard. 
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Agriculture Environmental Problems Noted — 


93CE0823B Beijing ZHONGGUG XINXI BAO 
in Chinese 28 Jul 93 p ! 


[Article by Gao Yong: “Ecological! Problems in Agricul- 
tural Sector Need Attention”’] 


[Text] Some sav serious problems may crop up in the 
1990s in Chinas agricultural sector. This is not an 
alarmist staiement. An expert in the relevant field con- 
ducts an analysis of the environmental problems in the 
agricultural sector. This analysis 1s given in five aspects 
as follows. 


1. Environmental Problems in China’s Agricultural 
Sector in Five Typical Areas 


The natural environment in the Liaodong Mountainous 
Area in Liaoning Province has entered an in‘tial stage of 
exhaustion. Due to an excessively high population 
growth rate, the population density in the area is 115 
persons per square meter. It has become extremely 
difficult to rebuild forestry. The ecological environment 
is unfavorable, and its function as a natural defense is 
weakening. 


The rural areas in Luliang Prefecture are still in a vicious 
cycle. The custom of growing crops on a plane surface 
still dictates. As a result, only 30 percent of the arable 
land is under cultivation, and very limited areas are 
being used to grow trees and grasses. This has aggravated 
soil erosion. The area with soil erosion is about 68.7 
percent of the total area, and the contents of organic 
matters in soil in sloping fields averages only 0.45 
percent. The utilization of forest and grass resources is 
also inadequate. The internal structure in agriculture is 
disorganized. Forestry and animal husbandry are always 
weak sectors. The output value in forestry only accounts 
for 7.6 percent of the total output value of agriculture. 
The processing industry remains backward, and the 
value of processed products is comparatively low, 
causing serious value losses. The rate of utilization of 
some special local products is low, and the prices of such 
products are so low that they merely cover the cost of raw 
materials. Economic backwardness limits social develop- 
ment, and the latter is essentially limited by the former. 


The contradictions in population, natural resources and 
environment in Loudi Prefecture in Hunan Province are 
already quite prominent. The prefecture is extremely 
dense in population, imposing a heavy load on the land 
resources. The population density is 458 persons per 
square km, 173 more than the average figure in the 
province. Water and soil losses are serious, and the area 
with serious water and soil losses accounts for 26.5 
percent of the total area. More than seven million tons of 
top soil are lost every year. The pollution caused by the 
“three wastes” is serious, and the environment is 
becoming worse and worse. The total amount of the 
“three wastes” ranks top in the province. 
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Serious problems exist in Shandong’s coastal area. The 
climate is dry in the area, and from the late 1960’s there 
has been insufficient surface water. Construction 
projects that use water turn to the development of 
underground water. The number of motor-pumped weils 
has rapidly increased. The excessive use of underground 
water allows seawater to seep in. This situation is quite 
common along the coast in Shandong. Seawater rapidly 
extends itself into the inland areas with an average speed 
of 42.4 square km per year, and this speed is rapidly 
increasing. By the end of 1990, this figure had already 
risen to 431.2 km. As a result, underground water in 
coastal areas has become salty, and it can no longer be 
used for agriculture and industry and as drinking water. 
More than 7,000 motor-pumped wells have to be 
scrapped for this reason. 


The environment in Inner Mongolia has become alarm- 
ingly unfavorable because people there fail to observe 
the law of grassland evolution and maintainance of an 
ecological balance. They unrestrainedly develop and use 
the resources; and put out more sheep than the pasture 
can endure. This makes the grassland become sandy, 
degenerated and alkaline. The area of grassland in the 
region and its rate of utilization have been reduced by 9 
percent and 7 percent respectively. The number of sheep 
that the grassland can possibly feed dropped from 87 
million sheep in the i950’s to 44.2977 million sheep. 
The grassland in the region has become more sandy and 
degenerated in the past 30 years. An average of 125.40 
million mu of grassland have become degenerated each 
year. Now a total of 375 million mu of grassland have 
been degenerated, accounting for 39.3 percent of the 
total available grassland. 


2.Serious Soil and Water Loss in China 


Right now, the area with serious water and soil loss 
(erosion by water and winds) is 3.67 million square km 
in China with 1.794 million square km suffering water 
losses and 1.876 million square km suffering soil losses. 
This accounts for 38.2 percent of the total area of land. 
Water and soil losses mainly reflect a poor environment. 
They will cause serious waterlogging and drought and silt 
up rivers, lakes and water reservoirs. 


3. Serious Situation in China’s Desert Area 


The desert area in northern China formed during the 
historical period was 120,000 square km, while the 
present-day desert area formed in the past 50 years was 
50,000 square km. The sum of these two desert areas is 
170,000 square km covering 207 counties (cities and 
banners) with a total population of over 35 million 
people. Districts in north, northwest and northeast 
China, where sand storms damage many cultivated land 
and animal husbandry farms, are basically desert land. 
They also expand rapidly. Among the 26 large tracts, 11 
of them are rapidly and tremendously expanding, 
accounting for 42.3 percent of the total number of tracts 
of land, while another 1! large tracts are also developing, 
accounting for 42.3 percent of the total number of tracts 
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of land. Four of the large tracts are potential! desert area, 
accounting for 15.4 percent of the total number of tracts 
of land. 


4. Worrisome Lakes in China 


A. Lakes are dying on a large scale. Lakes on China’s 
piateaus and plains are disappearing in large numbers. 
Right now, Lakes along the Chang Jiang River and the 
Huaithe River are diminishing in large number like those 
in north China. 


B. The quality of water is rapidly deteriorating in various 
lakes in China. Thirty-nine percent of water is of 
medium pollution, while 6! percent of it is full of 
effluents. Nearly all the lakes in urban and suburban 
areas are polluted. This situation is getting worse and 
worse everyday. 


5. Environment in Agriculture Is Getting Worse, 
Pollution Is Becoming More Serious 


Environment in agriculture continues to deteriorate 
Agricultural natural resources are awfully insufficient 
and quality and productivity are declining. Environ- 
mental pollution in farming is becoming more and more 
serious each day. Pollution is most serious along the 
coast in southeast China, in the Chang Jiang River Delta 
and the Pearl River Delta. Right now, air pollution 
affects 5.333 million hectares of farmland, water pollu- 
tion harms 3.333 million hectares of farmland, the three 
wastes pollute 10 million hectares of farmland, and 
chemical fertilizers pollute 9.0667 million hectares of 
farmland, totaling 27.7327 million hectares. 


From the aforementioned survey and consolidated 
report on natural resources, we can see that China’s 
agriculture is in an awkward predicament with the 
destruction of natural resources and industrial pollution. 
In addition, the agricultural environment is still getting 
worse. 


Experts believe that agriculture is an industry developed 
by mixing natural reproduction with economic repro- 
duction. Rational utilization and cultivation of the 
resources that can be reproduced are a decisive factor in 
determining the rate of natural reproduction. If we 
purely stress the rate of growth in agriculture without 
considering how much Mother nature can endure, and 
try to plunder nature of its resources instead of culti- 
vating them, we will upset the ecological balance, 
exhaust the natural resources and place our agriculture in 
a vicious cycle. Experts urgently call for the need to 
foster a system of agricultural production by improving 
environment and cultivating natural resources in face of 
the serious situation and bring about self-sustained 
growth in our agricultural sector. 
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Cadre ‘Difficulties’ in Reducing Peasant Burdens 
93CE0823A Beijing ZHONGGUO XINXI BAO 
in Chinese 21 Jul 93 p 1 


[Article by Zhong Wen of the Jiangsu Province Sheyang 
County CPC Committee General Office: “Basic-Level 
Cadres Face Dilemma in Reducing Peasant Burdens”] 


[Text] Right now, the work of reducing peasant burdens 
has drawn close attention froia the party committees and 
governments at all levels. Yet, in the course of carrying 
out surveys, we have also discovered that due to 
improper publicity work, vague policy and ineffective 
supplementary measures, rural basic-level cadres are 
encountering “difficulties” in the following three 


aspects: 


1. The leadership blames the basic-level cadres, while the 
masses complain. Basic-level cadres have found them- 
selves difficult to deal with the leadership and the 
masses. Although orders to increase peasant burdens 
invariably have come from the higher authorities, the 
money is collected from peasants by village and team 
cadres. With the call for “cleaning up the mess” 
becoming louder, village and team cadres are faced with 
the “three more’s.” 

More criticisms and reproaches. A few localities have 
shifted the blame on growing village-level entertainment 
fees and subsidies to cadres a3 well as increasing charges 
for public welfare. They point their fingers at the basic- 
level cadres, causing tense relations between cadres and 
the masses. 


More complaints from the masses. The masses do not 
understand who sets the policy of imposing burdens on 
peasants, but they know that collections are made by 
village and team cadres. Now, orders are issued at every 
level to reduce burdens on peasants. The masses believe 
that “the Communist Party is a benefactor. The govern- 
ment at all levels is good people, while village and team 
cadres are evildoers.” Feeling wronged, some village and 
team cadres say that in the past they were given hell 
when they tried to collect money. Now they are laughed 
at when they try to return money. They have become rats 
in bellows, getting wind from both ends. 


More retaliations against village and team cadres. In a 
few villages and teams, there is a phenomenon of 
framing and attacking basic-level cadres under the pre- 
text of reducing peasant burdens. Often peasants form 
groups to visit higher authorities to appeal their cases in 
this connection. Even a few individuals who were pun- 
ished by the law in the past for refusing to pay their fees 
and for shouting abuse at and beating village cadres filed 
appeals with law enforcement organs, demanding 
actions to “reverse the verdicts on them.” 


2. Although decisions have been made by the central 
authorities and various localities to discontinue the 
collection of some fees imposed on peasants, village and 
team cadres have encountered difficulties in carrying out 
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measures to reduce peasant burdens, because of the lack 
of supplementary measures. 


Organizations and personnel have not been reduced. In 
the past, allowances of service personnel were raised by 
peasants as a whole. Now, peasants are no long required 
to pay for such allowances, but personnel are still there 
and there is still work to be done. For example, rural 
public security teams play a relatively important role in 
maintaining public order in the countryside. Right now 
there are many public security problems. The masses 
believe that these teams should be strengthened instead 
of being disbanded. However, the collection of money 
for the rural public security teams has been canceled. 
The problem of paying these team members cannot be 
solved. 


New sources for various types of funds have not been 
found. For example, the necessary funds for developing 
water conservancy projects, basic construction projects 
for farming, maintaining the closed-circuit radio broad- 
cast network and other basic facilities for the masses 
were partially supplied by the higher authorities and the 
village administration and partially raised by peasants. 
Now these funds are no longer available. However, the 
state and the administrative offices at different levels 
have not increased their special funds. It will be difficult 
to start all over. 


It is difficult to finish projects that have already been 
started. In order to help peasants improve their produc- 
tion and living conditions, many villages and teams have 
developed some projects in recent years. All the fees 
needed for the projects have been included in the con- 
tracts signed in spring, and collections should have been 
made during the period of summer harvest. Now some of 
the fees have been canceled, and there is no way to 
collect money from peasants. Thus it is impossible to 
complete the projects. If this goes on, there wil! be a great 
deal of waste. In particular, some culverts and pumping 
and drainage stations are under construction. They will 
be completed soon. Now the high-water season will soon 
arrive and it will be difficult to stop construction. 
However, money is not available to continue the 
projects. 


3. Tasks are arduous and contradictions abound. It is 
“difficult” to carry out work. In order to accelerate 
economic development, various localities have, in recent 
years, signed contracts with villages and teams to insure 
the fulfillment of economic responsibilities. However, 
we must develop some industrial and sideline produc- 
tion projects in order to promote economic develop- 
ment. Right now the state and the banks are short of 
funds. Basically their investments will not reach the 
village level. Meanwhile, funds are not to be raised from 
the masses. How can anyone develop production 
without any investment? If economic targets are not 
fulfilled as contracted, village and team cadres will not 
only receive criticisms but also need to pay penalties. 
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Right now, it is getting harder and harder to do work 
among the masses. In the past, money was invariably 
collected through administrative means to be “turned 
over to both higher authorities.” Now, deducting any- 
thing from the amount peasants receive by selling their 
agricultural and sideline products is not allowed. Nor is 
it permitted to go to the masses and collect money by 
force. Many village and team cadres feel helpless, when 
they encounter difficulties in carrying out their work. 


—— iaimemapeint x: signe, 


93CE0823C Beijing ZHONGGUO XINXI BAO 
in Chinese 28 Jul 93 p 1 


[Article by Li Congmin: “China Reaps Bumper Harvest 
of Summer Grain—Thanks to Favorable Weather, Good 
Policy, and Scientific Farming in Enhancing Yields” 


[Text] According to a rough calculation made from real 
sample harvesting in China’s 13 summer grain pro- 
ducing provinces (regions and municipalities) and an 
estimate from 12 provinces (regions and municipalities) 
which do not mainly produce summer grain, the total 
output of summer grain crops in China this year is 
107.98 million tons (215.95 billion jin), marking an 
increase of 4.6 percent or 4.7 million tons (9.4 billion jin) 
over 1992, which was a record year for high yields. 


Geographically, there are 15 summer grain producing 
districts in China which registered increases in produc- 
tion as compared with 1992. Henan, Shandong, Anhui 
and Yunnan witnessed their highest records in history. 
Among the main summer grain producing districts with 
comparatively high growth rates in China, Henan 
increased its output by 2.731 million tons, Anhui 1.143 
million tons, Gansu 890,000 tons, Shaanxi 751,000 tons, 
Shandong 581,000 tons and Shanxi 519,000 tons. 
Among the districts which are not main producing 
districts of summer grain, Ningxia, Xinjiang and 
Yunnan increased their output ranging from 150,000 to 
220,000 tons. There are 10 provinces (regions and 
municipalities) in the country which witnessed decreases 
in summer grain output. Among them, Jiangsu decreased 
its output by 1.117 million tons, Sichuan 749,000 tons, 
Zhejiang 398,000 tons and Hebei 155,000 tons. 


According to statistics compiled in China’s 21 summer 
grain producing districts, the area sown with rape seeds 
for summer harvest is 74.645 million mu, a decrease of 
9.48 million mu over 1992. The output drops by 9.3 
percent or 678,000 tons over 1992. 


In accordance with an analysis conducted by a respon- 
sible department, the main reasons for the increase of 
summer grain output this year are as follows: 


1. Full attention has been paid to summer grain produc- 
tion and strenuous efforts have been made to reap a 
bumper harvest of summer grain crops. Our surveys 
show that peasants in main summer grain producing 
districts such as Henan, Shandong and Anhui have paid 
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full attention to summer grain production. The area 
sown with summer grain crops in these provinces has 
been greatly expanded. 


2. The expansion of the area sown with summer grain 
crops constitutes the basic condition for the increase of 
summer grain production. The area of summer grain 
crops which are sown in the fall and winter for summer 
harvest is decreased, but the area of crops sown in spring 
for summer harvest is increased on a large scale. In 
addition, the area sown with summer grain crops in the 
main summer grain producing districts has been 
expanded, and the total area sown with summer grain 
crops in the whole country has slightly increased. 
According to statistics, the total area sown with summer 
grain crops in China is 476 million mu, an increase of 0.2 
percent, or 880,000 mu over 1992. 


3. Favorable weather conditions have played an 
extremely important role in increasing summer grain 
production. According to information from different 
locations, weather conditions have been basically good 
for a normal bumper year in boosting the production of 
summer grain this year. Wheat seedlings are in full stand 
in most of the wheat producing areas, and all of them 
have lived through the winter in most of the wheat 
producing areas. They recovered from transplanting 
about seven days ahead of schedule as compared with 
previous years. The wheat grew briskly in spring and its 
growth was generally better than previous years. In early 
and mid April, a drought hit the wheat producing areas 
in Northern China, but it was basically relieved, thanks 
to the anti-drought measures taken in various localities 
and the several heavy rainfalls in late April and mid 
May. These rainfalls greatly helped wheat growth during 
its blooming and filling stage. 


4. The use of wheat seeds of fine strain and advanced 
wheat growing technology has helped increase the per- 
mu yield of wheat. According to reports, various locali- 
ties have tried their best to raise wheat yields by using 
wheat seeds of fine strain. While popularizing the use of 
seeds of fine strain, peasants also paid attention to the 
rational distribution of various fine wheat varieties to 
tap the potential in increasing per-mu yield and the total 
summer grain output. According to statistics, the average 
per-mu yield of wheat in China reached 223.5 kg, an 
increase of 6.1 kg over the previous year. According to an 
estimate made by using 7,560 five square-meter plots as 
samples in Henan Province where over 90 percent of 
wheat seedlings are of fine strain, the average weight of 
1,000 wheat grains reached 36.7 grams, marking an 
increase of 3.1 percent over the previous year. The 
average number of spikes per mu reached 279,000, an 
increase of 10 percent over the previous year. The 
average per-mu yield of summer grain reached 263.9 kg 
in 1993, the best for the past several years. Shanxi and 
other provinces attained the same good results by 
expanding the use of improved varieties of summer grain 
crops. 
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Shandong Reports Grain Market Prices 
93CE0887D Jinan DAZHONG RIBAO in Chinese 
2 Aug 93 p 6 


[Summary] In the first half of 1993 the average market 
price of wheat in Shandong Province was 39 yuan per 50 

a 1.9 percent decrease from the same period 
in 1992. At present, the state is implementing guaranteed 
procurement prices for wheat in order to stabilize the 
wheat market. 


In the first half of 1993 the average market price for rice 
was 65.7 yuan per 50 kilograms, a 1.8 percent increase 
over the same period in 1992. Because rice prices have 
increased on the international market, and demand has 
increased, rice prices will rise in the second half of the 
year. 

Due to high demand, in the first half of 1993 the average 
market price for corn was 32.7 yuan per 50 kilograms, a 
17.2 percent increase over the same period in 1992. In 
the second half of 1993, corn prices will rise because 
exports will increase, use of corn as feed will increase, 
and use of corn by the food industry will increase. 


In the first half of 1993 the average market price of 
soybeans was 94.4 yuan per 50 kilogra. ns, a 21. 6 percent 
increase over the same period in 1992. Due to water- 


logged fields, soybean prices will rise in the second half 
of 1993. 


In the first half of 1993 the average market price for 
piglets was 3.6 yuan per kilogram, a 16.3 percent 
decrease from the same period in 1992. Prices should 
rise in the second half of 1993. The reasons are: autumn 
grain output declined iast year, corn and other feed 
prices increased, and the cost of hog-raising increased. 
Some areas abolished preferential policies that sup- 
ported hog output, but consumption of pork in large 
cities continues to rise, thus prices will increase. 


Jiangsu Grain, Rapeseed Storage 
94CE0007A Nanjing XINHUA RIBAO in Chinese 
27 Aug 93 p I 


[Summary] As of 10 August, Jiangsu Province had put 
2.232 billion kilograms of summer grain in storage, of 
this amount 1.65 billion kilograms were contract orders, 
fulfilling 100 percent of the guidance procurement plan. 
And 113.81 million kilograms of rapeseeds were put in 
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storage, of which 95.42 million kilograms were contract, 
fulfilling 82.9 percent of the plan. Jiangsu allocated 220 
million yuan for procurement funds. 


Anhui Procurement Funds 


94CE0007B Hefei ANHUI RIBAO in Chinese 
19 Aug 93 p I 


[Summary] As of 10 August, Anhui Province provided 
1.2 billion yuan in loans to support the procurement of 
1.42 million tons of wheat, 410,000 tons uf rapeseed, 
270,000 dan of tea, and 210,000 tons of silkworm 
cocoons. 


Jilin Meat Output 
94CE0007D Changchun JILIN RIBAO in Chinese 
3 Sep 93 p 5 


[Summary] In the first half of 1993, gross output of meat 
in Jilin Province was 338,000 tons, a 14.9 percent 
increase over the same period in 1992. 


Jilin Corn Exports in July 
94CE0007* Changchun JILIN RIBAO in Chinese 
19 Aug 93 4 © 


[Summary] In July, Jilin Province exported 614,000 tons 
of corn, a 170 percent increase over the same period in 
1992. 


Jilin Corn Exports in August 
94CE0007F Changchun JILIN RIBAO in Chinese 
5 Sep 93 p 1 


[Summary] In August, Jilin Province exported 830,000 
tons of corn. Grain departments supplied 710,000 tons 
of the corn, and other departments supplied 120,000 
tons. 


Shanxi Wheat Output 


94CE0007G Taiyuan SHANXI RIBAO in Chinese 
7 Sep 93 p 1 


[Summary] Gross output of summer wheat in Shanxi 
Province reached 137 million kilograms, and the per mu 
yield was 201 kilograms. The summer wheat area was 
680,000 mu. 
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Crackdown on Fake, Shoddy Commodities 
Reviewed 


93CM0460B Beijing FAZHI RIBAO in Chinese 
§ Aug 93 p 2 


[Article by Zhen Dong (4176 2639): “The Malignant 
Tumor Must Be Removed; Report on Lessons Learned 
in China’s Crackdown on Fake and Shoddy Commodi- 
ties”’] 


[Excerpt] Regarding fake and shoddy commodities, the 
Chinese public is filled v :th both hate and fear. 


Hate! Large amounts of fake seeds, chemicaa ttrtilizers, 
and pesticides have left scrae areas without harvests, 
with sharply lower yields, hardened soil, and reduced 
fertility, dealing a deadly blow to the already very weak 
agricultural production of certain regions. Vast numbers 
of peasants say a::grily that “fake and shoddy commod- 
ities are worse than natural disasters; they are the No | 
public nuisance for agricultural production develop- 
ment.” 


Hate! Many brand name products suffer from imitations 
to varying degrees, with the genuine articles not being 
able to undersell the fake ones, so that some brand name 
products are squeezed out of the market. Some enter- 
prises have so suffered from imitations that their prod- 
ucts are overstocked, their sales are down, and their 
reputations are ruined, in some cases even to the point of 
having to stop production and declare bankruptcy. 


Hate! In recent years, cases of fake and shoddy commod- 
ities causing injury and death have proliferated. In 1992, 
in provinces such as Shandong, Henan, Sichuan, and 
Hubei, the manufacture and sale of fake drugs by crim- 
inals passing off low-cost amber chloride choline injec- 
tions as kanamycin sulphate and xiaonuo-mycin, killed 
seven children and one woman. In 1993, the Jiamusi 
region also experienced a pernicious tragedy with the 
substitution of industrial ethyl alcohol for white spirits, 
causing seven deaths and six disabilities. 


Fear! Fake and shoddy commodities exist almost every- 
where now. The fake and shoddy commodities that have 
been discovered alone now extend to automobiles, med- 
ical equipment, minor foods, and detergents, with over 
300 varieties in more than 30 major categories. 


Fear! The manufacture and sale of fake and shoddy 
commodities has now become gang-related, having 
become a coordinated process of “production, supply, 
and marketing” in certain regions. 


Fear! The criminal manufacture and sale of fake and 
shoddy commodities in a few places is taking on Mafia 
features. Some gangs carry weapons, make guns, and 
resist inspections. Some collude with overseas criminal 
elements, roping in certain grass-roots cadres, with 
domestic-foreign collusion creating local bullies, about 
which the public is angry but dares not speak out. 
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The July 1992 State Council circular on “cracking down 
on fakes” has long been sounding the clarion call in the 
national “anti-fake”’ campaign, with actions having been 
taken on both the central and local levels. Investigations 
of industrial and commercial enterprises and rural trade 
markets have led to fines of almost 200 miliion yuan, the 
destruction of more than 12,600 lairs and distribution 
centers for the manufacture and sale of fake and shoddy 
commodities, the breakup of 124 gangs, and the seizure 
of fake and shoddy commodities worth over 1.3 billion 
yuan. On 18 November 1992, the Guizhou Province 
Supreme Court executed the criminal Luo Deming [5012 
1795 2494] for making exorbitant profits through the 
manufacture and sale of fake Maotai liquor, firing the 
“first shot against fakes” in China. Then, places such as 
Beijing, Henan, Shanghai, and Guangxi quickly tried a 
numbe: of cases of the manufacture and sale of fake 
drugs, with all of the criminals involved being sentenced 
to severe terms of 10 years to life. 


Generally, however, the manufacture and sale of faxe 
and shoddy commodities has not been basically reversed 
despite repeated efforts; it is still developing and 
spreading in some places, and remaining rampant in 
others. 


We are Chinese all asking the big question: Why!? 


The concerned parties hold that China’s market-forces 
development is unsound, fair-competition mechanisms 
have not yet evolved, macroeconomic regulation and 
control means are quite weak, laws are still incomplete, 
and profit-driven allurements have increased, allowing 
some illegal eiements to take reckless risks and exploit 
loopholes. 


But the most basic and most crucial reason is that the 
leadership in some regions does not understand the 
importance and necessity of the “crackdown on fakes,” 
holding that the development of a commodity economy 
makes it hard to avoid the manufacture and sale of fake 
and shoddy commodities, and that it does not harm the 
overall situation. Some regions even place the “crack- 
down on fakes” in opposition to economic development, 
fearing that the “crackdown on fakes” will prevent the 
invigoration of the local economy, which shows up in 
their actions often being loud calls but no actual move- 
ments. 


This lack of understanding creates bickering among 
enforcement departments in some regions, where it is 
obvious that fake and shoddy commodities are spreading 
unchecked, but hardly any are caught and dealt with, and 
all know that the job of investigating and punishing 
major crucial cases is going very slowly. So many cases 
have not been broken that the objective status quo is 
many cases, few cracked, and even less prosecuted. 


Some cadres take a passive approach toward the “crack- 
down on fakes,” in some cases appeasing, conniving 
with, and shielding offenders. Severe local and depart- 
mental protectionism in some regions allows some crim- 
inals to operate beyond the reach of the law. 
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Our current still unsound legal institutions, with nonuni- 
furm enforcement yardsticks, and lack of law enforce- 
ment coordination among certain executive enforcement 
and judicial departments, makes for a prevalent phe- 
nomena of too lax punishment, with “the substitution of 
fines for sentences” and “releases upon payment of 
fines.” This “too light punishment” of offenders leaves 
many criminals with no fear or respect for the law. 
[Passage omitted] 


First Foreign Language School for Rich Kids 


93CM0460A Hong Kong TA KUNG PAC in Chinese 
1] Aug 93 p 17 


[Article by Nan Hsing (0589 2502) and P’ei Yuan (1014 
3293): “Just Take a Look at the School That Rich Kids 
Are Attending—Shanghai’s Private Yangbo Foreign 
Language Elementary School’”’} 


[Excerpts] [passage omitted] In recent years, with the rise 
of fund-raising, through diverse social channels and 
forms, to run schools in Shanghai, private schools have 
become a hotly-debated topic. While such schools are 
very expensive, the stream of parents competing to get 
their children into them is unstoppable. 


Of Shanghai’s more than 20 private schools, the Yangbo 
Foreign Language Elementary School is the only one 
crowned with the title of “foreign language” school, 
combining the two hot-selling points of private school 
and foreign languages to arouse attention. I recently 
visited this school to see the actual situation of such a 
school in Shanghai that is called a “school for aristo- 
crats.” 


The principal, Mr. Shi Nanfeng [2457 0589 1496], 
briefed me as follows: Shanghai private school costs are 
roughly 1,200 yuan a year for grade school, 1,600 yuan a 
year for junior high, 2,000 yuan a year for senior high, 
and about 3,000 yuan a year for college. In relation to 
certain schools in other provinces and cities, these costs 
can at most be considered to be only in the mid to high 
range. Of course, in comparison to public schools, such 
tuition costs are still considerable. These high costs are 
due to: 1. Private schools receive no state funding; 2. 
Outlays are high, due to the need to hire top-rate teachers 
at high salaries, install all sorts of special school equip- 
ment, and administer privately edited teaching mate- 
rials. 


While many have thought that most entrants to Shang- 
hai’s private schools are children of “well-heeled” and 
self-employed individual businessmen, the current 
reality is that most are working-class children. For 
instance, over 90 percent of the pupils at the Yangbo 
Elementary School are children of wage-earning cadres 
and teachers, with children of individual businessmen 
making up less than | percent. 


Parents note that as private schools hire teachers at high 
salaries, teaching quality is certainly high. One parent 
expressed the common aspiration of many parents, 
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saying that: “While my economic situation is certainly 
not very well-off, I feel that if I cannot hand down family 
property, I should at least pass on skills, which will be 
useful to my children for their whole lives.” Another 
parent said that: “Since reform and opening, foreign 
lauguages have become very important. As almost all of 
the job ads I see in the daily papers require foreign 
language skills, 1 want my child to acquire such skills.” 
Yet other observant parents add up the costs: As hiring a 
private tutor at home for 5 yuan an hour several times a 
week would add up to hundreds of yuan a semester, why 
not let them go to a private school? 


The pupils now attending the Yangbo Foreign Language 
Elementary School come from 11 Shanghai districts. 
Some would have to commute so far that instead they 
rent and live in houses near the school. Other overseas 
Chinese figures send their children to school here out of 
admiration for a famous person. [passage omitted] 


Shi Nanfeng, a principal more than 60 years old, is a 
retired teacher with rich teaching experience. He was 
motivated by the fact that public schools were so 
restricted, being almost “all the same,” which affects 
their independence. After consulting with Mr. Wang 
Tongging [3769 0681 1987], a like-minded elderly col- 
leage of his, the two decided to set up a private school 
with full teaching independence. It was just at this time 
that the Zhabei District Education Bureau was trying out 
diversified school models, so that a private school in its 
district happened to coincide with its thinking, where- 
upon this school emerged in the macroclimate of educa- 
tional reform. 


[Passage omitted] Mr. Shi decided to make his school 
also a cradle for the cultivation of talent. The school 
established the educational principles of “‘orientation to 
the whole individual, cultivation of the top-notch, and 
creation of excellence,” hiring not only teachers who 
were foreign language graduates, but also ones at high 
salaries with dual specialties, and setting up classes in 
specialties such as vocal music, dance, piano, callig- 
raphy, and computers, in order to fully develop pupil’s 
individual interests. The school also hired Miss Lung 
Mei-jo [7893 2734 5387], a teacher from the United 
States who was doing graduate studies at Fudan Univer- 
sity, as its foreign language teacher, to enable its pupils to 
master articulate English in their youth. 


Such painstaking cultivation has already paid off nicely, 
with the Yangbo Foreign Language Elementary School 
having begun to display its excellence among Shanghai’s 
private schools. The data from pertinent departments 
show that the school’s pupils make top grades in all 
subjects in the district, with their foreign language skills 
being particularly superior. 


[Passage omitted] Principal Shi opened up to the 
reporter as follows: Running a private school is a very 
strenuous effort, entailing much loss in the acquisition of 
independence. Expenses, teacher qualifications, and 
school buildings must all be attended to personally. With 
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the current personnel mobility among Shanghai teachers, 
good teachers are being solicited everywhere so that 
starting salaries are becoming increasingly higher, with 
school tuition being enough only to pay regular expenses 
above and beyond teacher salaries and bonuses, making 


it very difficult to add new equipment. He hopes that the 
concerned departments will provide more help to 
locally-run private schools, also being willing to jointly 
explore the cooperative school-operation route with 
overseas people of insight. [Passage omitted] 
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Shenyang MR Commissar Song Keda Profiled 


93CM0467 Hong Kong KUANG-CHIAO CHING 
[WIDE ANGLE] in Chinese No 250, 16 Jul 93 pp 75-77 


{Article by Li Chung-luo [2221 022 3157]: “Shenyang 
Military Region Political Commissar Song Keda”’] 


[Text] Song Keda: The 11th Political Commissar of the 
Shenyang Military Region 


Song Keda was born in 1928 in Yancheng County, 
Jiangsu. That county has produced two famous Chinese 
Communists, theoretician Hu Qiaomu and diplomat 
Qiao Guanhua, and once served as the headquarters of 
the New 4th Army and the nucleus of the Northern 
Jiangsu Base Area during the War to Resist Japanese 
Aggression. 


The New 4th Army Was Active in Northern Jiangsu 


The Northern Jiangsu Base of Resistance against Japa- 
nese Aggression was located behind enemy lines, 
between Lianyungang, Dazhongji, Huaian, and Peixian 
and had jurisdiction over 20 counties, an area of approx- 
imately 23,000 square km, and a population of more 
than 3.6 million. In early 1940, the Jiangsu-Anhui 
column of the 8th Route Army entered and became 
active in the Huaiyin and Funing districts of northern 
Jiangsu, opening the region as a base. The following July, 
the 5th Column of the 8th Route Army, commanded by 
Huang Kecheng, entered and further expanded resis- 
tance against Japanese aggression in the region. By 
February 1941, following the Southern Anhui [New 4th 
Army] Incident, the 5th Column had been reorganized as 
the 3d Division of the New 4th Army, with Huang 
Kecheng as commander and political commissar. In the 
spring, the CPC Yancheng-Funing disizict committee 
was established, with Li Xuesan as secretary, followed in 
May by the establishment of the Huai-Hai district party 
committee, with Jin Ming as secretary. In June 1941, the 
Yancheng-Funing military district, commanded by 
Hong Xuezhi, and the Huai-Hai military district, with 
Tan Jian as commander and Jin Ming political com- 
missar, were established. The following September, the 
Yancheng-Funing district administrative office was 
established, with Cao Diqiu as director, as was that of 
Huai-Hai, directed by Li Yimeng. 


In October 1942, the Huai-Hai and Yancheng-Funing 
districts joined to form the Northern Jiangsu Region, 
with Huang Kecheng secretary of the region’s party 
committee, Li Yimeng director of its administrative 
office, and the commander of the New 4th’s 3d Division 
concurrent chief of the region’s military affairs. The 
region thus had become a consolidated Communist base 
of resistance against Japanese aggression. 


Song Keda Joins the Army and Begins Schooling 


In 1944, 16-year-old Song Keda joined the New 4th 
Army and began study at the Fifth Branch of the 
Anti-Japanese Military and Political Academy. The 
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branch had been established in October 1940, with Chen 
Yi as principal and political commissar. In April 1941, 
Battalion Commander Hong Xuezhi, dispatched by the 
academy’s Second Central China Branch, arrived in 
Yancheng leading more than 100 people from the main 
campus and assumed the position of assistant principal 
of the Fifih Branch, strengthening its leadership. In 
October 1942, the New 4th’s 3d Division assumed direct 
control of the school, with Huang Kecheng serving 
concurrently as principal. 


Song Joins the Party 


In March 1945, Song joined the CPC and was appointed 
company cultural instructor in the 3d Division 8th 
Brigade, which emerged from reorganization of the 2d 
Detachment of the 8th Route Army’s 5th Column and 
whose predecessor was the 687th Regiment of the 8th 
Route’s 155th Army, which regiment was affiliated with 
the 25th Red Army early in the decade of civil war. By 
1945, the 8th Brigade’s commander was Zhang Tianyun 
and its political commissar Li Xuesan. Song participated 
with his unit in the battle of Funing and the attack on 
Huaian. 


Sent to Northeast China in 1945 


After Japan surrendered, the CPC, in a struggle with the 
KMT for northeast China, sent units from resistance 
bases behind Japanese lines to converge on that region. 
The New 4th’s 3d Division arrived there in October 
1945 and was reorganized the next month as the 3d 
Division of the Northeast People’s Self-Government 
Army. Song was propaganda squad chief in the division’s 
8th Brigade and participated in the Communist effort to 
open a base in the region. 


Participates in Major Campaigns of the Civil War 


After the KMT-CPC war erupted, three brigades of the 
original New 4th 3d Division (the 8th, the 10th, and an 
independent brigade) were reorgenized as the 2d 
Column (commanded by Liu Zhen, with Wu Faxian as 
political commissar) of the Northeast Democratic Allied 
Army (renamed Northeast PLA in January 1948), and 
the former 8th Brigade was retitled 4th Division (com- 
manded by Chen Jinyu, with Li Xuesan as political 
commissar). Song successively served as company assis- 
tant political instructor and political instructor in the 4th 
Division and participated with that unit in the defense of 
Siping, the three thrusts south of the Songhua Jiang, the 
spring and winter Northeastern offensives of 1947, and 
the Liaoxi-Shenyang campaign. 


On 17 November 1948, the Northeast PLA 2d Column 
was renamed 39th PLA Army. Song served then as 
company political instructor in the 39th’s 116th Divi- 
sion and was later appointed propaganda section deputy 
chief in the political department of one of the division’s 
regiments and participated in the Beiping-Tianjin cam- 
paign, the crossing of the Chang Jiang, the Guangxi 
campaign, and other engagements. 
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Song Wins Further Honor in the Korean War 


After the establishment of the PRC, Song in October 
1950 became involved in the Korean War, serving as 
section chief in a regimental political department, polit- 
ical instructor in a regimental logistics department, and 
deputy chief of a regimental cadre department in the 
116th Division (commanded by Wang Yang, with Ren 
Maoru as political commissar) of the 39th Volunteer 
Army (commanded by Wu Xinquan, with Xu Binzhou 
as political commissar, Tan Youlin as deputy com- 
mander, Li Xuesan as political department deputy 
director, and Shen Qixian as chief of staff). Li Gang 
[2621 0474], who assumed command of the Chinese 
People’s Armed Police during the 1980s, was a regi- 
mental commander and political commissar under the 
116th and Song’s senior office at the time. Song partic- 
ipated in the first five Chinese offensives of the war, the 
positional defensive fighting of the summer and fall of 
1951, and the tactical counterattack and western coastal 
defense during the fall of 1952. On 27 November 1950, 
during the second offensive, the | 16th’s 348th and 347th 
regiments destroyed the U.S. 25th Division in an attack 
against Sangjok-tong, receiving surrender of 115 men of 
one company. On | January 1951, during the third 
offensive, the 116th stormed across the Imjin River 
southeast of Chaeryong; advanced 15 km in 15 hours; 
smashed the position of the Ist South Korean Division; 
killed, wounded, or captured 1,049 of the enemy; and 
seized 41 cannon and 302 firearms. 


Promoted to Political Commissar of the 39th Army 


In May 1953, Song returned to China with his unit and 
continued regimental political work in the PLA 39th 
Army. By this time, Li Gang had become deputy com- 
mander and chief of staff of that army’s 116th Division 
and soon thereafter was promoted to commander of the 
division, to deputy commander of that army, and then to 
first deputy commander of the 40th Army. Another of 
Song’s superiors, Wang Yang, was promoted upon return 
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to first deputy commander and chief of staff of the 39th 
Army and later became commander thereof. Ren Maoru, 
political commissar of the 116th, was also promoted, to 
political department director and deputy political com- 
missar of the 39th Army. After the Shenyang Military 
District was established in April 1955, Song successively 
served as deputy section chief in the cadre office of the 
district’s political department; regimental political com- 
missar in the 116th; political department director and 
political commissar of that division; and political 
department director and political commissar of the 39th 
Army. After the Korean War, Shi Ying, Shen Tiebing, 
Chen Shaokun, Li Shaoyuan, Peng Zhongtao et al. 
served as political commissars of the 39th Army, while 
Zhang Jiecheng, Wang Yang, Zhang Feng, Xu Cheng- 
gong, Nie Jitong, Xu Huizi et al. were its commanders. 


Promoted to Shen Military District Political 
Commissar in November 1987 


During the national shakeup of military regions in June 
1985, 52-year-old army commander Liu Jingsong 
assumed command of the Shenyang Military District, 
while 64-year-old Gen Liu Zhenhua continued as district 
political commissar. Meanwhile, Song was promoted to 
deputy political commissar thereof. 


At the 13th CPC Congress in November 1987, Song was 
elected alternate member of the Central Committee, and 
during the same month he replaced Liu Zhenhua as 
Shenyang political commissar, as Liu was transferred to 
replace Yang Baibing, who was promoted to director of 
the General Political Department, as political com- 
missar of the Beijing Military District. 


In 1988, Song was elected delegate to the Seventh NPC, 
and in September of that year he received the rank of 
lieutenant general. In the 1950s, when the Chinese 
Communists first established military ranks, Song was 
made major and decorated with the Order of Liberation, 
Third Class. In October 1992, he was elected Central 
Committee member by the CPC 14th National Con- 


gress. 





Shenyang Military District Political Commissars 
































Name Year of Birth | Native Place Joined Army | Joined Party | Military Rank Term Remarks 
Zhou Huan 1909 Donggou, Lia- 1930 1930 General (1955) 3/55-10/59 
oning 
Lai Chuanzhu 1910 Ganxian, 1928 1927 General (1955) 10/59-1 1/60; Died 1965 
Jiangxi Second: 11/ 
60-12/65 
Song Rengiong 1909 Liuyang, 1926 1927 General (1955) Concurrent, 
Hunan First: 11/60- 
1967 
Zeng Shaoshan 1914 Jinzhai, Anhui 1929 1933 Lieutenant Second: 3/66- 
general (1955) 1/80 
Pan Fusheng 1908 Wendeng, 1930 Concurrent; Died 1980 
Shandong i 5/67 
Mao Yuanxin 1939 | Xiangtan, | 1959 1962 2/74- 10/76 
| Hunen | | 
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Shenyang Military District Political Commissars (Continued) 
Name Year of Birth Native Place Joined Army Joined Party Military Rank Term 
Wang Huigiu i9t! Wan'‘an, 1928 1930 Air Force lieu- 3/75-8/75 
Jiangxi tenant general 


(1955) 





Gan Weihan 
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